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UTILITY AND ALL WHAT?? 


SomE three years ago I ventured to put together, for the benefit 
of those whom I called my fellow-idiots, a very amateurish Child’s 
Guide to some of the then recent writings on the broad range of 
subjects which I described as Utility and All That. Since that 
date much more has been written on these themes; some of this 
I have read, some tried to read and failed, some I have realised 
it would be useless for me to attempt. But I am still eager to 
hear what is being thought and said about these matters, and I 
thought I would take the opportunity of my visit here to open a 
discussion about them, even though, as anyone who has read my 
previous paper will know, I am in no position to do so authorita- 
tively, or even perhaps intelligently. 

Let me say at once that I do not think my own standpoint has 
changed much, if at all, since that earlier paper was written. In 
his comment on Boulding’s contribution on Welfare Economics 
to the second American Survey of Contemporary Economics,* 
Samuelson launches a characteristic shaft at “‘ a few utilitarians, 
drunk on poorly-understood post-Newtonian mathematical moon- 
shine.” Let me hasten to fit that delightful cap on my own head 
before anyone is kind enough to do it for me. 


I 


There seem to be three sub-tracts of this large area where the 
kettle of discussion has still been boiling pretty vigorously. The 
first is the pure theory of consumer’s choice under conditions of 
certainty. Very pure, in the hands of the dominant schools, has 
this theory now become—little more, indeed, than an attempt to 
express the logical implications of the assumption that the con- 
sumer acts consistently in accordance with an invariable scale of 
preferences. As regards the terms in which the theory is to be 


1 A paper read to the Sheffield University Economics Society, February 27, 
1954 : Section IT has been partly re-written. 3 p. 38. 
No. 256.—voL. LxIv. xX 
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expressed, Little’s attempt to retreat into pure behaviourism,! 
and to get rid of the idea of the consumer as trying to maximise 
something, has not, I think, caught on. The heads of the two 
main sub-schools—the partisans respectively of Concealed In- 
difference and Revealed Preference—continue to exchange mutual 
compliments on the elegance of one another’s methods, and mutual 
assurances that there is no inconsistency between their several 
procedures and results; but each retains, naturally enough, a 
predilection for his own approach. Hicks delivered some lectures 
at the London School of Economics in 1951, the text of which I 
have seen and am permitted to allude to as long as I explain that 
the treatment in his forthcoming book will not be found to conform 
to it in all respects. In one of these lectures he in effect said that 
Samuelson’s horse Revealed Preference was a wonderful performer 
on the flat, but was unable to jump fences. 

Samuelson, on the other hand, points out that Hicks’s horse 
Indifference Analysis requires certain luxury foods called continuity 
assumptions which his own hardier animal can do without; and 
about a year ago,” I suppose in response to Hicks’s challenge, he 
succeeded in putting his horse over a fence. It turned out not 
to be « very high fence, being none other than the simple proposi- 
tion that generally—not always, mark you, but generally—a fall 
in the price of a commodity, everything else remaining unchanged, 
will lead to an increase in the amount of it demanded. Still we 
know now that the animal can lift its body off the ground, even 
though it gets no continuity-cake to sweeten its oats. 

I need hardly add that neither animal is admitted to need the 
smallest admixture of cardinality-cake with its oats. Now I have 
never permitted myself to question this conclusion—the conclusion 
namely (to drop my race-course metaphor) that in order to explain 
the ordinary behaviour of consumers in the market, it is not 
necessary to suppose that utility possesses cardinal, as distinct 
from merely ordinal, magnitude. That issue, in my judgment, 
only becomes acute in later connections. And yet, even in the 
present connection—individual consumer’s choice under conditions 
of certainty—there seems to be something more to be said about it. 


1 Let me acknowledge here, as I ought to have done in my previous essay, the 
guidance I received from Mr. Charles Kennedy (Oxford Economic Papers, January 
1950, pp. 124-5) in laying stress on the peculiar twist given by Little to the word 
“ choice.” 

And let me mention here also the excellent review of Little’s book by Mr. 
Kingsley Laffer in the Australian Economic Record for December 1951, pp. 213-29, 
with a large part of which I find myself in cordial agreement. 

2 In Economica, February 1953, pp. 1-9. 
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First, let me tell you a little story. When I tried, in Utility 
and All That,1 to give an acceptable summary of the theory of 
revealed preference, I listed, on what seemed to be good authority, 
among its assumptions the assumption that “‘ there is no collection 
of available goods for which, in some situation in respect of income 
and prices, [the consumer] will not reveal a preference over some 
other collection of goods.” This assumption, I explained, was 
necessary to ensure the consequences ensured in other formulations 
by the law of diminishing utility and the law of diminishing 
marginal rates of substitution. Mr. Houthakker, who kindly 
vetted my text, shook his head gently at this passage, and said 
that if I retained it I must explain that when I said this state of 
affairs was assumed, what I meant was that we agreed to confine 
our attention to situations of which it was true. My unruly 
instinct was to reply, ‘‘ Why the hell should I agree to do anything 
of the sort, unless I know already, from introspection of myself 
and observation of others, that a law of diminishing absolute 
marginal utility exists?’’ But I am very humble in the presence 
of Mr. Houthakker, and I did as I was told. I wonder if I need 
have done. For I have been delighted to come across, in a recent 
writing by a convinced and eminent ordinalist, Mr. K. J. Arrow,? 
the following nostalgic passage about the justification for the 
assumption commonly made that—to put it briefly—indifference 
curves are always convex throughout towards the origin. A 
common justification, he says, is that given by Hicks,* namely 
that for every commodity bundle there is a set of prices and an 
income-level for which that bundle will be demanded. “It may 
be doubted,”’ he goes on, “that this assumption is really empirically 
verifiable, and in any case it is an assumption of a totally different 
logical order from that of utility maximisation itself. The older 
discussions of diminishing marginal utility as arising from the 
satisfaction of more intense wants first make more sense, although 
they are bound up with the untenable notion of measurable utility. 
However, their fundamental point seems well taken.” 

But Arrow is not the only distinguished economist whom the 
extraction of the tooth of cardinality has left with an ache in the 
gums. You may remember that in my paper,’ basing myself on 
what I believed to unimpugnable mathematical authority,® I 
pointed out in simple language that repudiation of cardinal utility 


. P.:20. 
* An Extension of the Basic Theorems of Classical Welfare Economics, Cowles 
Commission Papers, New Series, No. 54, p. 529. 
* Value and Capital, pp. 23-4. 4 Utility and All That, p. 18. 
° Inter alios, Bowley, Allen, Hicks and Lange. 
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involves surrender of the claim that the consumer can compare 
differences between situations, as contrasted with comparing situa- 
tions, in respect of their utility. This is a surrender which most 
ordinalists appear to be quite happy to make; but not so Lionel 
Robbins, who in the course of his generous review 1 of my paper 
dismisses my argument as a non sequitur, and claims that he is 
able to compare differences of preference without involving him- 
self in a numerical scale. Hicks, appealed to as arbiter, has now ? 
come down on my side on what I regard as the essential point. 
Unfortunately he then goes on, as it seems to me, to confuse the 
issue by taking advantage of Robbins’s somewhat ouiré illustration 
—the ranking of expensive works of art—to re-make the old point 
that when we have to do with acts of expenditure which are large 
in relation to total money income, money ceases to serve as a 
satisfactory external measuring-rod of utility, and we have no 
other available. That is true, but as it seems to me irrelevant to 
the point at issue. 

But I must not crow prematurely over Robbins, for I must 
now draw your attention to another recent development, of which, 
when he wrote his review of me, he was presumably unaware, or 
he might have called it to his aid. In my former paper I ventured 
at one point to ask a somewhat ironic question. “ Will the 
semantic snarl {about ordinalism and cardinalism]”’ I asked, 
‘“‘ perhaps be resolved by a semantic dodge? Will someone per- 
haps announce the face-saving discovery that all along the word 
‘ ordinal’ has carried the connotation not only of being ordered 
but of being ordered in an orderly manner, 7.e., with a divisible 
space between any two ordered points?’”’ Apparently, this is 
exactly what has happened. Boulding, in a footnote to his article 
already mentioned,’ citing one C. L. Coombs, alludes to utility as 
an ‘“‘ ordered metric”? magnitude; “‘ we can not only order the 
alternative choices in a rank of preferences, but we can order the 
intervals between successive alternatives.” ‘‘ Come, come,” I 
hope you will cry out, “ that is black magic—a bare-faced attempt 
to have the best of both worlds.” But now here is Mr. Charles 
Kennedy of Oxford 4 arriving apparently at a very similar position, 
and bringing up a very big mathematical howitzer, no less than 
Bertrand Russell, in support. Utilities themselves, so his argu- 
ment runs, are indivisible and non-addable; and the concept of 
marginal utility is bosh. Nevertheless, the distances between 
1 Economica, May 1953, pp. 99-111. 2 Dconomica, May 1954, p. 155. 


3 Second Survey of Contemporary Economics, p. 10, n. 11. 
* “ Concerning Utility,” in Economica, February 1954, pp. 43-56. 
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pairs of magnitudes of utility can be subjected to & mysterious 
process called “ relational” addition or subtraction. So having 
murdered marginal utility to please the rigid ordinalists, we can 
quietly slip into his place not the wretched Hicksian changeling of 
a law of diminishing marginal rates of substitution between an 
infinity of different commodities, but an actual law of diminishing 
distance between magnitudes of utility, and can then proceed 
exactly as we used to do before. 

On the strength of an earlier article of his, to which I shall 
allude again presently, I had written to Kennedy offering to send 
him the club tie of my Cardinal Club. In kindly affording me a 
preview of his later article, he offered me instead a place in his 
rival establishment, possessing, so he claimed, all the same 
amenities, but not insisting on the same initiation rites. After 
careful reflection, I have felt obliged to decline; for, fortified by 
aletter from that excellent mathematician and economist Professor 
Charles Carter, I still seem to find myself free from the fundamental 
trouble which appears to have driven Kennedy to found his 
highly peculiar establishment. He, apparently, cannot permit 
himself to conceive of two utilities being merged (Carter’s word) 
together to form a single whole—for him they can simply, so to 
speak, be laid side by side.1_ Hence the need for his detour through 
his queer ‘relational’? world. Rough and woolly (Carter’s 
word again) as I know my own valuation processes to be, I feel no 
need to follow Kennedy in his journey, nor see any reason to be- 
lieve that if I did so my valuations would gain in clarity and 
crispness. 

And now, before leaving this sub-tract of the individual con- 
sumer under conditions of certainty, let me call one more witness ? 
in defence of my own obstinacy. In an important recent paper 
on Complementarity,? which I must admit myself to be very far 
from having assimilated, I find the distinguished mathematical 
economist Professor Georgescu-Roegen taking a very tolerant 
attitude towards the cardinality of utility, and giving equality of 
treatment to the Edgeworth—Pareto definition of complementarity 


1 Op. cit., p. 49. 

2 There is yet another witness whom I might call, but I hesitate to do so lest 
he should embarrass me by proving too much! In an article in the Quarterly 
Journal of Economics, August 1952, pp. 366-84, that noted Scottish metaphysician 
Professor Marcus Fleming claims to establish the cardinality, not of utility but of 
welfare, by means of an intricate argument which he regards as being equally 
valid whatever view is taken of the nature of welfare—even, for instance, if it is 
conceived as consisting exclusively in loving-kindness. 
8 Southern Economic Journal (U.S.A.), July 1952, pp. 1-20. 
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which assumes it and the Hicks—Allen definition which does not— 
indeed, in effect, giving primacy of treatment to the former. For, 
says he in a footnote,! “ evidently the point of view that measur- 
ability of utility is not necessary anyhow for a theory of con- 
sumers’ equilibrium still largely prevails. It is, however, very 
weak scientifically. Could we refuse to take account of animals 
with more than two feet, on the ground that two feet only are 
necessary for walking?” It is on the note struck by this homely 
metaphor that I should like to bring this section of my remarks 
to anend. I cannot help thinking, and in this too I acknowledge 
gratefully a stiffening received privately from Professor Carter, 
that in this field of consumer’s choice under conditions of certainty 
there has been a good deal too much hacking about with Occam’s 
razor. It is not, I have agreed, until we reach other pastures that 
the issue of the measurability of utility becomes of great practical 
importance. But the primary business of the economist is to 
understand the world, not to set it right; and it still seems to me 
to accord better with what we know about ourselves and other 
people to suppose that the consumer goes about equipped with a 
law of diminishing absolute marginal utility from individual com- 
modities and from real income in general than to suppose that he 
goes about clad in a ready-made network of innumerable marginal 
rates of substitution. The fact that the latter hypothesis, the 
more complicated of the two psychologically, happens to be the 
more economical logically,” affords no guarantee whatever that it 
is the nearer to the truth. 


“ce 


II 


The next region in which the kettle of discussion still seems to 
be boiling vigorously is that concerned with the behaviour of 
people when faced with choices involving uncertainty. I shall not 
linger very long here, for alas ! much of the steam emitted floats 
well above my head. An admirable guide for the idiot to the 
whole region, though one which makes considerable demands 
upon him, and though I do not agree with every word that is 
written in it, is Arrow’s essay Alternative approaches to the theory 
of choice in risk-taking situations. I shall confine myself to those 


1 Loc. cit., p. 2, n. 7. 
2 At Mr. Baumol’s suggestion, I have substituted these words for those which 
I used in my lecture, namely “the neater mathematically.”’ For indeed, as 
Hicks has admitted (Economica, May 1954, p. 157), the ordinal set up appears to 
be by no means mathematically neat. 
? Cowles Commission Papers, New Series, No. 51 (1952). 




















1954] UTILITY AND ALL WHAT? 671 
treatments which are content to deal in terms of measurable prob- 
ability, and which accordingly have a bearing on the subject I have 
just been discussing—the measurability of utility. 

Here the position seems to be this. Two pairs of eminent 
mathematical economists, Messrs Neumann and Morgenstern and 
Messrs Friedman and Savage—lI shall allude to them henceforth 
as N and M, and F and S—have in recent years been maintaining 
that a plausible account of the way people behave in the face of 
uncertainty isto say that they act as if they were trying to maximise 
the mathematical expectation of utility, 7.e., the average of the 
several utilities promised by the several possible outcomes of their 
action, each utility being weighted by the probability of its occur- 
rence. I do not think either pair of authors maintains either that 
people always act in this way, or that, when they do, it is always 
as a result of elaborate conscious calculations; like many other 
economic theories, the theory is put forward as an account of 
reasonable behaviour, to which actual behaviour in the mass may 
be supposed to approximate. If the theory is valid, it can be 
shown to require, in a way that the theory of choice under condi- 
tions of certainty does not require, that the utilities of which the 
expectation is thus averaged are measurable things, 7.e., that once 
we have decided on a scale and a point to start from, they must be 
expressed by a particular series of cardinal numbers. To repeat 
the very simple illustration given in my previous paper, if a man 
vannot make up his mind between the certainty of event B and 
an even chance of events A and C, that means that to him the 
difference of utility between A and B is equal to the difference of 
utility between B and C’; if the chance were 2 to 1 in favour of A, 
that would mean that the utility difference AB is one-half the 
utility-difference BC; and so on. Pace Mr. Kennedy, we are 
back in a cardinal world. 

But is the theory sound? Let me begin by recording that that 
famous inquisitor Professor Samuelson began by urging certain 
technical objections to it, which he has since withdrawn ! as a 
result of having persuaded himself to swallow a little pill which he 
calls “‘ the strong independence axiom.” What this appears to 
mean, roughly speaking (I am not attempting to be watertight), is 
that if a man prefers an even chance of A and C to an even chance 
of B and C, we can be sure he prefers A to B; his ordering of A 

1 Utility, Preference and Probability (abstract of paper read at conference on 
“Les Fondements et Applications de la Theorie du Risque en Econométrie,”’ 
March 1952. Cf. also ‘‘ Probability, Utility and the Independence Axiom,” in 
Econometrica, 1952, pp. 670 ff.). 
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and B is not ‘‘ contaminated ” by bringing C into the story. That 
certainly seems to me to slip down the throat all right. It also 
seems to me that Samuelson is somewhat too coy about the way 
his admission brings back cardinality into the picture; but I agree 
with what I take to be his view that this rather esoteric point is 
not really the heart of the matter, and that we must dig deeper. 

Does the theory find room for the familiar phenomena of fair 
(or nearly fair) gambling and insurance? We all know Marshall’s 
answer 1—plenty of room for insurance but none for gambling. 
This is because in Marshall’s hands the theory is combined with a 
law of diminishing marginal utility of income, from which it fol- 
lows straight away that an even chance of, say, £50 or £100 is a 
less efficient generator of mathematical expectation of utility than 
a certainty of £75. Marshall therefore calls gambling an “ econo- 
mic blunder ”’; but it is not at all clear that he is entitled to do so, 
for he goes on to admit that the pleasure associated therewith may 
exceed the loss of expected utility, and he falls back in the end 
on the moral judgment that this pleasure is of an unwholesome 
kind. In any case the theory becomes in his hands a theory of— 
in some sense—proper behaviour rather than of representative 
actual behaviour. 

I do not think the attitude of N and M differs greatly from that 
of Marshall. They are aware that their theory leaves something 
out, and at the end of the appendix to the second edition of their 
book * they hold out a hope that their treatment may some day 
be extended to include it; but so far as 1 am aware they have not 
yet seen their way to make the extension. 

F and §,° on the other hand, claim to have incorporated gam- 
bling firmly within the four walls of the theory by dropping the 
assumption of a continually decreasing marginal utility of income. 
A fairly poor man, so the argument runs, living in a tract where 
this marginal utility is decreasing, will take out insurances and 
eschew small gambles like a good Marshallian; but he sees some 
way ahead of him, so to speak, a tract wherein, as he lifts himself 
into a new social class, the marginal utility of income will increase. 
For him therefore to make a bold gamble whose successful out- 
come would land him in this tract may be perfectly consistent with 
the theory. A quite rich man, on the other hand, who has left 
this tract behind him or never trodden it, while he will also take 


1 Principles, pp. 135, 843. 

2 The Theory of Games and Economic Behaviour, 2nd edition, p. 632. 

3 “The Utility Analysis of Choices Involving Risk,” in Journal of Political 
Economy, 1948, pp. 279-304; reprinted in A.E.A. Readings in Price Theory, pp- 
57-96. 
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out insurances, will not be attracted by gambles of any kind— 
for him the marginal utility of income is again decreasing.* 

More recently Mr. H. Markowitz * has produced an ingenious 
variant of the F and S hypothesis according to which, for every in- 
dividual whatever his place in the income-scale, the marginal utility 
of income appears as increasing for small additions to his custo- 
mary income and decreasing for larger ones, while for small de- 
ductions from his customary income it appears also as increasing and 
for larger ones as decreasing.* Thus the Markowitz man will always 
take out insurances, while the F and S man will not do so when he is 
on the “‘ climber’s tract ” ; and the Markowitz man will always be 
ready for a small flutter, which the F and S man seldom is.* 


1 Thus the representative curve of total utility of income is supposed to be of 
this shape (A = “ climber’s tract ”’). 








“The Utility of Wealth,” in Journal of Political Economy, 1952, pp. 151-8. 

3 Thus for every man, A being his actual income, the curve of total utility of 

income is like this. The inflexion B, which seems to me the most dubious of the 

three, may be interpreted as meaning that the man will stand the chance of a 
frightfully large loss rather than pay a large insurance premium. 


wo 











A 


‘ T have a certain tenderness for the Markowitz variant, because forty years 
ago, feeling rather revolutionary, I suggested that, since everybody feels he could 
very easily do with a bit more money than he has got and only with difficulty with 
any less, the curve of marginal utility of income must be regarded as kinked at 
the point of existing income; only to find myself outdone by a very ‘‘ orthodox” 
economist, Sir Sydney Chapman, who was, I think, the first to champion the 
notion of increasing marginal utility over a certain range. See my Study of 
Industrial Fluctuation, p. 135, and Chapman in Economic Journal, 1912, pp. 25-35. 
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Let us suppose for the moment—I do not want to pre-judge the 
question—that we can accept either the F and § or the Markowitz 
hypothesis, or perhaps some other variation on the same theme. 
The question still arises, does that dispose of the whole issue ? 
In other words, was the law of diminishing utility of income the 
sole obstacle to our accepting the principle of maximisation of 
mathematical expectation of income as an all-embracing explana- 
tion of representative action, or at least of rational action, in the 
face of uncertainty? I donot believe that it was. Let us allow 
ourselves for the moment to suppose the marginal utility of income 
to be invariable, so that there is no discrepancy between the 
mathematical expectation of income and the mathematical ex- 
pectation of utility derived therefrom. It seems to me probable 
that we should still find some people taking a pleasure in facing 
uncertainty and others a displeasure, Mr. A still preferring the 
certainty of £75 to an even chance of £50 or £100 and Mr. B the 
reverse. In framing something which is much more important 
than our theory of fair gambles, namely our theory of business 
enterprise and profits, we should still have to take this diversity 
of attitude into account. And we should still, I think, do well to 
pay special heed to the old suggestion that, without positing more 
inconsistency than it is decent for human nature to display, we 
should expect to find the representative man approximating more 
closely in his business life to Mr. A the lover of certainty, even 
though in his leisure hours he sometimes puts on the motley of the 
gambler Mr. B. Thus, even on our provisional assumption of an 
invariant marginal utility of income, we might well find that, in 
his business life, an uncertain prospect yielding an expectation of 
say £80 or £90 was needed to make him turn his back on a certainty 
of £75. 

For this reason, 7.e., because they ignore the pleasures or pains 
of uncertainty-bearing per se, I am less excited than, as a member 
of the Cardinal Club, I should wish to be by the additional evidence 
in favour of cardinalism which has been turned out by the N and 
M and F and S machines. But what I find it hard to see is why 
F and S themselves, who, as I have said, claim to account for the 
phenomena of gambling without having recourse to those pleasures 
or pains, should be so concerned to proclaim that their results 
carry “no welfare implication at all,’ 1 even for the individual. 


1 “The Expected Utility Hypothesis and the Measurability of Utility,” in 
Journal of Political Economy, 1952, p. 473. Likewise Mr. Alchian, in his useful 
contribution to this debate (American Economic Review, March 1953, pp. 27 ff.), 
commits himself to the view that “‘ the utility discussed in this paper has literally 
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I am very doubtful whether they have produced the baby they say 
they have produced, though if I thought they had I should wel- 
come him with openarms. They, having as they believe produced 
the baby, are inclined to treat him as a little illegitimate of no 
account in the world, and even to apologise for calling him by his 
true and honourable name Utility, for fear of suggesting that he 
is of some normative interest. Surely in this disclaimer they go 
much too far. 


III 


With that impertinent remark I reach the third, last and 
most diffused region of debate, the connection between individual 
utility and social welfare. I will try to focus my remarks round 
two questions only. (qa) Is it sensible to try to distinguish between 
real income and economic welfare (conceived, of course, like real 
income, as a flow per unit of time)? (b) Is it sensible to try to 
distinguish between economic welfare and welfare in general ? 

(a) According to Boulding,! “‘ the attempts which have been 
made to define a concept of ‘ real income’ which should be in 
some sense independent of its distribution have been generally 
abandoned.”’ I think he had better wait till he sees Hicks’s new 
book before he makes too sure. I do not wish to make light of the 
index-number difficulties which arise when we attempt to correct 
movements of aggregate money incomes for changes in prices ;_ but 
it seems to me that these difficulties are frequently marginal, and 
that there is hardly any branch of economic analysis which cannot 
be reduced to chaos if we insist on taking them too tragically. 
Over a very large range of cases it seems to me that statements 
such as “ the real national income has increased, but its distribu- 
tion has changed for the worse ” are likely (whatever the grounds 
on which we suppose ourselves to be basing the second half of the 
judgment) to make quite good sense. 

It is, I think, Little’s refusal to distinguish between objective 


nothing to do with individual, social or group welfare, whatever the latter may 
be supposed to mean ”’ (loc. cit., p. 50, my italics). Mr. Baumol’s similar disclaimer 
(ibid., May 1953, pp. 415-16) is at least followed up by a welcome concession that 
“ old-fashioned cardinal utility is neither meaningless nor pointless if not taken too 
literally.” Mr. D. Ellsberg’s objection (Economic JouRNAL, September 1954, 
p. 549) to admitting the relevance of the N and M analysis to the evaluation of 
welfare seems to depend rather on an epistemological argument about the relation 
between ‘“‘ concepts” and “ operations’? which I am probably not competent 
to appraise but by which on first reading I feel far from convinced. 

? Second Survey of Contemporary Economics, p. 13. 
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real income and the flow of welfare 1 that has laid him open to the 
formidable attack by Mr. Kennedy ? of which I must now try to 
give you a simplified account. You will remember Little’s criter- 
ion for judging whether one economic situation B is better than 
another economic situation A. SB is better than A, he says, if 
there is a situation A’, reachable from A merely by redistributing 
money income, and such that (i) distribution is roughly the same 
as at B and is judged to be at least no worse than at A, and (ii) 
everybody is better off at B than at A’. Now this, says Kennedy, 
will not do. The logical sequence involved—B is better than 4’, 
A’ is at least no worse than A, therefore B is better than A— 
implies that A’ is judged to be no worse than A because distribu- 
tion is judged to be no worse at A’ than at A. This means that 
the plain man, or Mr. Malenkov, or the Archangel Gabriel, or who- 
ever is supposed to be in charge of the proceedings, is, in comparing 
A’ with A, either ignoring everything except distributional con- 
siderations—ignoring total utility considerations, let us express it 
—or is capable of weighing up total utility considerations against 
distributional ones and striking a balance. In either case, says 
Kennedy, there seems no reason why he should not be able to do 
directly, as between B and A, what he is implicitly assumed to be 
doing as between A’ and A; the circuitous route through A’ 
turns out to be completely otiose and unhelpful. 

In correspondence with Kennedy I tried to put up a case in 
Little’s defence; but I was bowled out. For Little is difficult to 
help. It would seem that, if he is going to treat A and A’ as 
equivalent except for the scheme of distribution in force, he must 
be assuming that something more fundamental than the total 
of money income has remained unchanged between A and 4A’ 
when the distribution of that flow is changed; but it is by no 
means clear what that unchanged something is. From the fact 
that what he says is changed is “ the distribution of welfare ” 
one is tempted to infer that what he thinks is unchanged is the 
total of welfare; but that will not do, for, in the case where dis- 
tribution is judged to be actually better at A’ than at A, it seems 
clear that he would have to say that the total of welfare has 
increased. Nor will he permit us to say, as I think Hicks would, 
that what is unchanged is real income, conceived of as something 
different from welfare. 

On his own principles I can see no escape for him; the graven 
1 A Critique of Welfare Economics, pp. 11-12, 273. 


2 “The Economic Welfare Function and Dr. Little’s Criterion,” in Review of 
Economic Studies, No. 52, pp. 137-42. 
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image which he has set up in place of all those he has cast down 
seems to fall with a loud crash to the ground. But the whole 
trouble vanishes if only we allow ourselves to think of economic 
welfare and real income as different things, the magnitude of the 
former depending not only on the magnitude of the latter but 
on its distribution. That, however, of course implies the making 
of inter-personal comparisons of utility, and that in turn—though 
Little, as I noted in my previous essay, does not seem to realise 
it \_implies, so I still believe, taking a cardinal view of the nature 
of utility. 

(©) I come to my last question—may I, or may I not, be 
allowed to keep that distinction between economic welfare and 
other kinds or forms of welfare which I have ventured to underline 
by coining for the former the fancy word ecfare? Professor 
Robbins, in his review of my paper, says that I must not; and he 
has no difficulty in illustrating, what has always been admitted, 
the difficulty of drawing a clear line. But let me explain again 
briefly why I should like to keep the distinction if I can. It is 
because I think the economist, on the basis of judgments which are 
judgments of fact and not of value, can hope to make useful state- 
ments about some, though not all, of the consequences for human 
happiness of economic changes, including changes which entail or 
consist in a change in the distribution of income. Now Robbins 
makes it quite clear that he does not believe this. He thinks that 
about this latter type of change no statement can be made which 
does not involve an appeal to extra-economic considerations such 
as justice or political workability.2. I am bound to say that this 
still seems to me a defeatist view, and one which belittles unduly 
the specific contribution which the economist can hope to make as 
an (official or unofficial) counsellor. The extreme positions to 
which it can give rise if pressed to its logical conclusion are well 
illustrated by the pessimistic contribution of Professor Reder to 
the new American Survey. ‘“‘ Welfare economics,”’ he says, “ is 
ina very unhappy state’; and, a little later, “‘ considerations of 
the welfare implications of envy make it impossible even to say 
that welfare will be increased by everyone having more of every 
commodity.”” How much better, surely, to assert as a plain matter 
of fact that economic welfare undoubtedly will be increased in this 


1 Cf. Arrow in his review of Little, American Economic Review, December 
1951, p. 928: ‘‘ Presumably the equivalence of two income distributions means 
that in some sense the relative utilities of different individuals are the same in the 
two situations. This implies, as far as I can see, the existence of some measure 
of utility which possesses an interpersonally comparable cardinal significance,” 

* Loc. cit., p. 109. 3 Op. cit., pp. 34-6. 
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event; and then to call in the Archbishop of Canterbury to smack 
people over the head if they are stupid enough to allow the in- 
creased happiness which might be derived from this plain fact to 
be eroded by the gnawings of the green-eyed monster! And I 
cannot at present persuade myself that such a common-sense dis- 
tinction between the economic and the not is fatally undermined 
by the fact that the Archbishop draws a salary and that his gaiters 
embody scarce resources which might have been devoted to an 


alternative use. 
D. H. RoBERtTson 


Trinity College, 
Cambridge. 























SOCIAL ACCOUNTING IN RELATION TO ECONOMIC 
THEORY 


I 


1. In recent years national-income analysis has become linked 
with the concept of “‘ social accounts.”” 1 These accounts form a 
double-entry system of recording economic transactions in terms 
of which the economy of a nation can be studied as a whole made 
up of related parts. By taking the elementary transactions of an 
economic system as the starting point, they show how complex 
concepts, such as the national totals of income, product and 
expenditure, can be built up from simpler and more familiar con- 
stituents and how these concepts are related to one another. It is 
a formal property of accounts that they balance, i.e., that their 
two sides are equal, and this lends itself to display in diagrams. 
If a rectangle is taken to represent an account and it is arranged 
that no lines enter the top or bottom, the lines from the two sides 
of the rectangle represent the receipts and payments of an account. 
If further, each line is made to go from the right-hand side of one 
rectangle to the left-hand side of another, this will demonstrate 
visually the fact that in a double-entry system a payment from one 
account is a receipt by another. This article presents diagrams, 
drawn up on this basis,” of the structure of accounts underlying the 
official statistics of national income and expenditure in the United 
Kingdom. Before describing the diagrams in detail, however, a 
general examination will be made of the relation between social 
accounting and economic theory, which will lead on to a study of 


1 In British national-income publications, social accounts appeared for the 
first time in the White Paper on National Income and Expenditure of the United 
Kingdom 1938 to 1946 (Cmd. 7099). With one interruption they have appeared 
every year since, though the form of presentation has varied. A good example of 
the influence of social accounting on national income concepts is provided by the 
0.E.E.C. report, A Standardised System of National Accounts, issued after a con- 
ference in Paris in 1951, attended by national-income experts from the participat- 
ing countries and international organisations. The report has two objects: 
(i) to draw up a set of standard tables for providing detailed information; (ii) to 
provide a simple accounting system. The systematic definition of the various 
items in the standard tables is made to revolve around the accounting system. 

* For a description of other national-income diagrams see ‘‘ The Diagrammatic 
Representation of National Income Flows,” by R. C. Tress, Economica, November 
1948. See also ‘‘ Alternative Presentations of the Social Accounts,” by H. C. 
Edey and A. T. Peacock, Accounting Research, January 1951. 
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the principles which appear to underly the particular system of 
social accounts in use in the United Kingdom.* 

2. Social accounts have been well described as “‘a meeting 
point for economic theory and practical measurement.’ ? But 
although in origin social accounting was an application of economic 
theory, the form of this application and its development has been 
governed as much by considerations of what it is practical to 
measure as by the needs of economic theory. Social accounting? 
and economic theory are closely related but nevertheless indepen- 
dent systems of thought. Both are concerned with the same 
phenomena; both try to reduce the complexity and variety of 
economic behaviour to simple categories that can be conveniently 
used for purposes of analysis and interpretation. But they 
approach the task differently. 

3. Social accounting is a system of description and not of 
explanation. It deals with the outward and visible signs of 
economic activity, not with inner motives or laws of behaviour. 
Its object is to provide a framework for classifying, summarising 
and providing a quantitative record of the countless individual 
transactions coming within the sphere of economic activity. The 
particular way in which the framework is constructed will depend 
on the uses for which it is intended, but the general method 
followed is that of constructing a complex of different types of 
transactions between different types of accounts. Social account- 
ing has developed mainly as a record of actual transactions. Its 
distinctive feature has therefore been its objectivity. But it has 
become accepted practice to include a number of imaginary 
transactions. For example, an imputed rent is added to the 
income and expenditure of owner-occupiers, income-in-kind is 
added to the cash wages of employees, and the value of self- 
consumed produce is added to the income and expenditure of 
farmers. This shows that it is only a dominant, and not a neces- 
sary, feature of social accounting that it confines itself to what can 
be measured in a strict, objective sense. It is ready to step out- 


‘ 


1 The views expressed in this article are the personal views of the writer 
only. 

2 Richard Stone, Appendix to Measurement of National Income and the Con- 
struction of Social Accounts, report of the sub-committee on national-income 
statistics of the League of Nations Committee of Statistical Exports (p. 113). 
This report is the earliest, and still the most interesting and profound, analysis of 
the problems of social accounting. The debt of this writer to the report and to 
its author is gratefully acknowledged. 

3 The term “ social accounting ”’ is used in this article to denote the theoretical 
system of concepts, definitions and rules of measurement governing a consistent 
set of statistics of national income and expenditure. 
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side these confines, if there are grounds for believing that it im- 
proves the usefulness and significance of the results. This does not 
mean that it goes beyond the boundary of practical measurement. 
It means, however, that it introduces concepts that are measurable 
only if special rules, or conventions are adopted for their measure- 
ment. 

4. A digression will be made at this point in order to clarify the 


> 


way in which the words “ objective’ and ‘“ measurable” are 
being used here. For something to be measurable “ objectively,” 
there must be no room for disagreement about what constitutes 
measurement. What has to be measured must be something that 
can be directly observed—for example, the amount paid by 
employers to employees for the hire of their services. If, however, 
one tries to measure the income-in-kind received by employees, 
there is room for argument about what should or should not be 
included. No objective measurement can be made. Strictly 
speaking, concepts such as income-in-kind should not be treated 
as ‘ measurable.”? It seems desirable, however, to include as 
“measurable” concepts which, even though not capable of objec- 
tive measurement, meet the following conditions: (i) that they 
have been defined clearly enough to enable unambiguous rules to 
be formulated for their measurement, (ii) that the suitability of 
these rules, for the purposes for which the concept is used, is 
commonly accepted, (iii) that only objective information is needed 
to apply the rules, and (iv) that there exist practical means of 
obtaining this information. It is in this extended sense that the 
term ‘“‘ measurable ”’ will now be used. In this sense, however, 
there is a considerable element of judgment as to whether a 
concept is, or is not measurable. It should not be thought that 
“ measurability ” has any precise meaning. 

5. For guidance on what concepts will give significance to 
the description of economic transactions and will help to explain 
why they take place, social accounting must look to economic 
theory. Unfortunately, from this point of view much of economic 
theory suffers from two defects: (i) it is expressed in terms that 
are not measurable, in the sense described above, and (ii) it cannot 
easily be alternatively expressed in terms of transactions between 
different types of account. The difficulty is not just that there 
are two systems of thought, but that the terms of the one cannot 
always be translated into the terms of the other and, worse still, 
that the two systems sometimes use the same term to mean 
different things. Take, for example, the concept from economic 


theory of the “‘ entrepreneur maximising his profit.” In describ- 
No. 256.—vou. LXIv. YY 
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ing the facts of the actual world it is not possible to identify 
accounting entities performing the economic function of entre- 
preneurship or to record the transactions connected with the exer- 


99 


cise of this function. The term “‘ entrepreneur, 
cannot be translated into a normal system of social accounting, 
nor van the term “ profit ’’ in the sense of the reward for entre- 
preneurship. What can be identified is a particular business unit, 
€.g., @ company or a person working on his own account, and the 
transactions of such units connected with production. It is the 
balance of these transactions, or the surplus on production account, 
that in social accounting is termed “ 
differs from that of economic theory in two respects. First, it is 
the business unit itself, and not the owner or risk-taker connected 
with it, that is taken as the entity for analysis; the two are only 
the same in the case of a person working on his own account. 
Second, it is the transactions connected with production, not with 
entrepreneurship, that are recorded. 

6. This example shows economic theory at a disadvantage. 
Social accounting is justified in departing from a theory that has 
not adapted itself to the facts of modern economic life and the 
separation of the shareholder from business management. A 
theory that does not help to explain the nature and significance 
of economic events taking place in the real world has no practical 
use. But one should not jump from this unexceptionable statement 
to the conclusion that economic theory should confine itself to 
concepts that are measurable. There are some factors which play 
an important part in the explanation of actual events and yet are 
by nature such that it is very difficult to observe them directly or 
measure them. Changes in taste and changes in price expectations 
are two examples. A complete theory of explanation, on econo- 
metric lines, would be able to relate the changes in taste and 
expectations to measurable factors and to omit any reference to 
psychological factors. In the absence of such a theory, however, 
it is still useful to have a theory expressed in non-measurable 
terms. Indeed, one can go further. Even if there was an econo- 
metric theory, it might be clumsy and awkward to handle. For 
explaining economic events it might be better to work with a 
simple theory using non-measurable concepts. Behaviourism is 
not always the best form of psychology for explaining human 
behaviour. In trying to understand the course of economic 
events it is important to be aware of all hypothetical possibilities. 
It is one of the functions of economic theory to provide such 
hypotheses, to speculate about them and analyse their implications. 


in other words, 


“ce 


profit.” This approach 
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7. The statistics provided by a social accounting system 
should be a stimulus to economic theory. They present in a clear 
and intelligible form : (a) some of the facts of economic life to be 
explained ; (b) facts which help to explain other facts which do not 
appear directly in the system. The needs of economic theory 
therefore have an important bearing on the form of presentation. 
This aspect of the relation between economic theory and social 
accounting will be considered in more detail later on. There is, 
however, another aspect which will be considered first. Economic 
theory is concerned not only with why events happen in the way 
they do, but also with what they signify. It has a normative, as 
well as an explanatory, function. From this point of view, social 
accounts in their traditional form have a number of limitations. 

8. From their name, it might be surmised that social accounts 
could be used as a guide to “ social ”’ action and that they would 
show the gain by society from economic activity, and the relative 
worthwhileness of different uses of resources, in the same sense that 
business accounts show a firm’s profit or loss from different 
activities. But this is not so. The accounts are drawn up from 
the point of view of each accounting entity, not of society. For 
example, certain costs are included in government expenditure 
when in fact they are either intermediate services, which should be 
included among business costs, or are “ regrettable necessities ”’ 
such as defence expenditure. This line of criticism might be 
regarded as applying more to the particular way in which so-called 
social accounts are normally kept than to the technique of social 
accounting as such. By means of imputed transfer payments 
government expenditure on goods and services could be allocated, 
as thought fit, to the costs of producers, the purchases of con- 
sumers or treated as a dead loss. Other differences between 
private and social costs, as in the familiar example of the smoke 
nuisance, could be handled in the same way. 

9. But the attempt to make social accounts conform io the 
needs of normative economic theory could not stop here. Other 
defects would have to be put right. Thus, no payments of the 
kind made in the actual world, and hence appearing in a normal 
system of accounts, represent pure income in the sense required by 
economic theory. Nor, as a rule, do the payments represent the 
return on a single factor of production, if the classification of factor 


1 This would give practical effect to the concept of the government as agent 
ofthe community. The official national-income statistics in the United Kingdom 
have an example of a “ transfer in kind ’—namely, expenditure on school meals. 
Persons are treated as receiving a transfer income equal to the cost borne by local 
authorities, and this cost then appears as part of consumers’ expenditure. 
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rewards adopted by economic theory is adopted. A further com- 
plicated set of imputations would be necessary to adjust for this, 
Likewise, no identifiable payments can be taken to represent “ con- 
sumption ”’ in the strict sense. Consumption, even of goods that 
can be used only once, does not take place when the goods are 
bought. More important is the fact that most goods can be used 
more than once, and consumption of them takes place over the 
period they are in use, and not at the time of purchase. Con- 
sumers’ expenditure, in other words, is a different concept from 
personal consumption. Again, expenditure on capital account 
is a different concept from capital formation.1 Finally, a general 
difficulty runs through all the estimation of aggregates. In order 
to be able to attach significance to them in terms of economic 
theory, it is necessary to be able to assume that, at the margin, 
a pound spent on purchasing the services of different factors of 
production or the different types of goods and services produced, 
represents the same amount of productive effort or economic satis- 
faction. But the conditions of perfect competition cannot be 
assumed. 

10. No systematic effort has yet been made, either by devising 
new types of account or by extended use of the device of imputa- 
tion, to close the gap between social accounting and economic 
theory. As aspecial exercise it would have great interest, but it is 
doubtful whether it would make the social accounts more useful 
for practical purposes. Some theoretical distinctions, it might be 
found, could not be met at all. Apart from this, the system of 
accounts and transactions designed to bring out the concepts of 
pure economic theory would not be suitable for understanding 
actual economic eveuts nor for providing information on which the 
events might be influenced or forecast. It would involve an 
excessive amount of imputation of a rather special kind. Some 
forms of imputation, as where, for example, a rent is imputed to an 
owner-occupier, can be regarded as filling out an awkward gap in 
the flow of actual payments and receipts and making the nature of 
the actual world clearer without altering it.* If, on the other 
hand, expenditure is in effect transferred from one spender to 
another (as would be the case, for instance, if expenditure on 
combating the smoke nuisance was to be treated as part of the 


1 Apart from the exclusion of capital gains and losses, there is, for example, 
the difficulty of expenditure on transferring the ownership of existing assets. 
This is expenditure on capital account, but hardly capital formation. 

2 The amount of filling out required may vary considerably as between 
a developed industrial economy and an under-developed, agricultural economy. 
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costs of the activities of those causing the nuisance), or if notional 
amounts are deducted from accounting profit for items not part 
of the reward for pure entrepreneurship and these entered under a 
different heading, the structure of actual transactions is radically 
changed and the nature of the world made to appear in a new 
and unfamiliar form. 

11. The results might be very revealing and point a valuable 
moral. It does not follow from the fact that imaginary trans- 
actions have to be included, for which there can be only an 
arbitrary basis of measurement,! that the results lose meaning. 
Indeed, they may gain meaning, from the point of view of econo- 
mic theory, precisely because they disregard the actual flow of 
transactions and include special measurements. But if one is con- 
cerned to analyse how actual events do happen, and not what they 
ultimately signify, it is necessary to have a system limited very 
closely to actual happenings. Traditionally, social accounting has 
been confined to such a system. 

12. The fact that social accounting is limited to what is measur- 
able does not mean that it is purely descriptive in the sense that it 
does no more than summarise the transactions of different econo- 
mic entities as reflected in their own accounting records. Different 
bodies keep their accounts in different ways, and if social account- 
ing did not go beyond plain description, it would be impossible to 
form a consistent set of accounts for the transactions of all bodies 
together. It is necessary to formulate a standard accounting 
system. This means that all units of economic behaviour are 
treated not only as though each had a set of accounts of the same 
kind, but also as though each followed the same rules for recording 
transactions in them. This is as much a fiction as those to be 
found in pure economic theory. It might be termed the fiction 
of the “‘accounting man,” as opposed to that of the “economic 

1 The transactions are imaginary in the sense that no trace of them as such 
can be found either by looking at flows of money between payer and receiver or by 
examining book entries in their accounts. They can still be measured, however, 
either by comparing them with the value of similar transactions that can be 
observed or by taking the value of a certain group of observed transactions 
as being itself the measure (as when expenditure is transferred from one spender 
to another). The limitation, however, is that the measurement cannot be 
checked against objective fact in the same way as the measurement of actual 
transactions, for which the records of either payer or receiver can be used. 
Errors of estimation apart, these two independent records should give the same 
measure of the value of a transaction. With imputed transactions, on the other 
hand, whatever the value given to them, there will automatically be consistency 
between the accounts of payer and receiver; the same amount is attributed to 


each. The estimator, therefore, has a free hand to exercise his judgment. The 
results cannot avoid being subjective. 
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man.” Moreover, with a limited number of possible categories 
into which to fit the manifold variety of transactions in the real 
world, a standard system must involve arbitrariness in marginal 
cases. Nevertheless, for three reasons it can be claimed that the 
characteristic virtue of social accounting is that it is objective and 
descriptive. 

13. The first is that imaginary transactions are included in only 
a few cases. From this it follows that the transactions recorded 
in the standard social accounts can be obtained by reclassifying 
what can be found in the records key t by those concerned.! In 
the second place, the social accounts are comprehensive within the 
chosen field of observable transactions. All transacting entities 
and all types of transactions are included. In measuring, say con- 
sumers’ expenditure, literally everything on which consumers can 
spend their money is in principle included in the measurement, and 
the same holds true of any other total. Thirdly, the concepts on 
which the standard accounting system is based are familiar con- 
cepts used in everyday life, familiar that is to say in the sense that 
the concepts of ‘‘ income ” or “ profit ” are familiar, while that of 
*‘ entrepreneurial reward ”’ or “ economic rent ”’ are not. 

14. The claim of social accounting to be descriptive is not to be 
taken too far. Some of the concepts used, such as stock apprecia- 
tion and replacement cost depreciation, owe their place in the 
system as much to the belief that they improve the economic 
significance of basic accounting data as to the belief that they are 
familiar concepts likely in practice to influence business decisions.* 
In addition, all of the concepts are used with a precision that 
is lacking in everyday life. Since ordinary man may keep his 
accounts differently from the “accounting man” of social 
accounting theory, the value of social accounts for studying actual 
economic behaviour cannot be taken for granted. There are three 
further reasons for doubt on this score. The first is that some of 
the factors affecting economic behaviour, even of a strictly 
economic kind, cannot be expressed in the form of transactions, 
and so have to be left out of the accounts. For example, changes 
in wealth arising from a change in the market value of a person’s 
holding of securities, or other assets, are not included as part of 

1 The amount of reclassification may be considerable. Witness the difference 


between the social accounting and Exchequer versions of the Government’s 
accounts. 

2 It is clear, however, from many chairmen’s speeches that business-men are 
familiar with the concepts and that the concepts influence their decisions. Social 
accounting is not out of line with the business-man, but with orthodox account- 
ing practice. 
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personal income, although the extra expenditure that may result 
is, of course, included. 

15. The second reason is that the distinctions drawn in social 
accounts do not necessarily correspond with those that might be 
shown by econometric analysis to produce the most stable rela- 
tionships of behaviour. Consider, for example, the distinction 
between taxes on income and taxes on capital. The econometric 
approach would be to decide how much of the total of tax pay- 
ments was paid out of income and how much out of capital by 
testing for the proportion that produced the most stable consump- 
tion function. The social accounting approach, on the other hand, 
would be, in the first place, to treat the payment of a particular tax 
as a whole and not apportion it. In the second place, it would 
decide whether or not a particular tax was a tax on income by 
considering, in effect, how ‘‘ accounting man ” would record it, if 
he was to keep separate accounts for his current and capital 
transactions. The way in which a tax-payer would treat the tax 
in his accounts is, of course, intimately connected with the way in 
which he would react to changes in the tax. But the level of a 
person’s spending is affected by other things than income, and 
it is conceivable that he will spend as much as before, even while 
conscious that a tax has reduced his disposable income. More- 
over, the same tax-payer at different times, and different tax- 
payers at different times, might be deemed to treat a tax in the 
same way in their accounts and yet react differently to changes in 
it. The “ accounting man”’ is thus a convenient fiction intro- 
ducing an order and stability in the classification of taxes that 
would be quite impossible if the classification was based strictly 
on the actual behaviour of tax-payers. 

16. The third defect of social accounting from the point of view 
of studying economic behaviour is that no satisfactory means has 
been found of incorporating expectations or of measuring forced 
saving, unintentional investment in stocks or windfall profits. 
There is only room for ex post concepts. It is, of course, possible 
to fill in a complete set of accounts for a future period. This 
would represent an attempt to estimate what the ex post figures will 
be when what is now the future has become the past, and adjust- 
ments have taken place to remove any inconsistencies between 
present ex ante plans. If ex ante plans could be measured, the 
extent of the inconsistency would be shown by the inability to 
construct a consistent set of accounts, but not the manner and 
processes through which the inconsistency would be resolved. 
Although the entries in a set of social accounts measure flows 
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through time, they all relate to the same period of time. The 
interdependence between the different items in the accounts js, 
therefore, a matter of definition; it is static. The accounts do not 
show the income of one period as the result of expenditure in a 
previous period nor the expenditure of a future period as the result 
of present incomes. In short, they do not show dynamic relation- 
ships nor the way in which the economy moves from one state to 
another. The best that can be done is to group and classify 
transactions in ways that there is reason to believe will help in 
revealing relations that hold true as a matter of experience, and 
not just as a matter of logic. With knowledge about the empirical 
relations between the items in the accounts, it is possible to make 
forecasts of the items that are not only formally consistent, but 
consistent also in the light of what is known about the behaviour 
of the economic system. 

17. Social accounting, it might be said, has the defects of its 
virtues. In order to fit everything into a comprehensive system 
and to remain objective, it is forced to adopt a rigid, uniform 
approach. It has to concentrate on what is accounting-wise, and 
this often means what is merely legally distinct, as opposed to 
what is economically distinct. It differentiates between what 
is discernibly different because of some definite, objective charac- 
teristic rather than between what is subject to variation from 
different economic causes or forms the basis of different economic 
decisions. The result is a system that is not explicitly designed to 
conform to the needs either of pure economic theory or the pure 
study of economic behaviour. Itis a compromise. This does not 
alter its value, but it isimportant to recognise clearly its more humble 
character as that of a foundation on which to build more refined 
forms of economic analysis and that special adaptions are needed 
for special purposes.t Social accounts in their present form are 
not a skeleton key for turning the lock of every economic problem 
of interest and importance. But they succeed in providing a com- 
prehensive picture of the economy in terms of clear and familiar 
ideas and a firm base for detailed statistics of national income and 
expenditure. The value, both of the broad picture and the 
detailed statistics, to those responsible for making practical 
decisions of economic policy in government and business circles has 
been proved by experience. 


1 The nature of these special applications depends on the nature of the econo- 
mic theory they are intended to illustrate. As will be shown later, social accounts 
in their present form are an application of Keynesian general theory. The future 
development of social accounting waits on the development of a new and equally 
illuminating macro-economic theory. 
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II 


18. The precise nature of a particular social accounting system 
can best be described in terms of: (a) the types of account which 
each transacting entity is treated as keeping and the rules for 
determining which types of transaction are recorded in a particular 
type of account; (b) the types of transaction separately dis- 
tinguished; (c) the groups into which transacting entities are 
combined. It is under these three headings that an analysis will 
now be made of the system underlying the official national income 
statistics in the United Kingdom. 

19. The types of account reflect Keynesian ideas. There is 
first of all a production account to record current transactions 
related to production. For any particular unit of economic 
behaviour, or transacting entity, the surplus on this account 
measures the gain from productive activity. For the economy 
as a whole it measures the domestic product. This, together with 
net income from abroad, gives the national income, the amount 
available for consumption and investment; in other words, the 
Keynesian equation of Y = C+ J.1_ The next type of account is 
an income and expenditure account, or “appropriation” or 
“current ’’ account—the name varies according to the group of 
transacting entities concerned. This account records the receipt 
and current disposal of income, and the surplus on it measures 
saving; in other words, it gives Y=C-+ 8S. Next comes a 
capital account to record the receipt and disposal of saving; 
for the economy as a whole it yields the equation J = S. Finally, 
to close the system for an open economy there is an external, or 
balance of payments, account for recording any transactions with 
the rest of the world. 

20. Transactions are divided according to whether they 
involve : (i) purchases and sales of goods and services ; (ii) transfers 
of income resulting from the ownership of financial claims; 
(iii) taxes or transfers resulting from the compulsory powers of 
government ; (iv) grants or voluntary transfers for no quid pro quo ; 
(v) transfers of the ownership of financial claims; (vi) transfers 
between two accounts of the same entity. Each of these main 
types of transaction, however, is differentiated according to the 
types of account between which it takes place. Thus, sales of 
goods and services froma production account to an income 
account are current expenditure; sales to a capital account are 


1 For an open economy, it will include investment abroad. 
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capital expenditure; sales to the rest of the world are exports, 
Again, taxes are divided between taxes on expenditure, taxes 
on income and taxes on capital, depending on whether they are 
paid to the Government from a production account, an income 
account or a capital account. Similarly, grants can be current or 
capital, and current grants from the income account of the 
Government to a production account are subsidies. 

21. The types of transaction are further differentiated accord- 
ing to the group of transacting entities performing the transaction. 
For example, current expenditure on goods and services is divided 
between expenditure by persons and by public authorities. How- 
ever, the question of separate accounts for separate groups of 
entities will be discussed later. First, it will be shown how 
consolidated accounts for all entities together can be used to 
reveal the basic relationships between national income, product 
and expenditure. Consolidated accounts are the accounts 
obtained if all transactions between individual accounts of the 
same type are eliminated, so that only transactions between one 
type of account and another are left. The first diagram displays 
the full system of transactions between the four types of account 
on this basis. The second diagram shows a simplified form of this 
system. The third diagram shows how the consolidated income 
and expenditure account can be built up from separate accounts of 
this type for separate sectors. 

22. The novelty of these diagrams, compared to other national- 
income flow diagrams, is that they follow strictly the principle of 
making rectangles represent 2ccounts. The lines in the diagrams 
join the rectangles only at the sides, so that the lines entering the 
left-hand side (receipts) are equal in value to the lines leaving the 
right-hand side (payments). The vertical heights of each rect- 
angle have been made roughly proportional to the sum of receipts 
(= payments) recorded in the account represented by the rect- 
angle. The diagrams offered here attempt to obtain complete- 
ness, in the sense of showing separately all the different types of 
transaction distinguished in the official statistics, while preserving 
accuracy and clarity. They do not claim to be simple in the sense 
that they require little intellectual effort to be understood and 
made use of. But the idea behind the diagrams of making 
rectangles strict representations of accounts is in itself a simple 
one. 

23. From Diagram 1 it can be seen that the receipts of the 
consolidated production account are sales to income account 
(current expenditure on goods and services), sales to capital 
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account (capital expenditure on goods and services), sales to the 
rest of the world or the accounts of non-residents (exports) and 
subsidies. The latter reduce the amount of the costs of production 
which a producer has to bear himself. They have the opposite 
effect of taxes on expenditure, which reduce the amount a pro- 
ducer can keep from his sales receipts. The payments of the 
consolidated production account consist of purchases from the 
rest of the world (imports), provisions for depreciation and also for 
stock appreciation (if the increase in value of stocks from replacing 
opening stocks at higher prices is included as a receipt) and taxes 
on expenditure. The excess of receipts over payments represents 
the gain from productive activity, if the economy is considered as 
one fully integrated firm. This gain, or ‘“‘ value added,” is the 
income of the factors of production,! and takes the form either 
of payment to hired factors or of profit.” 

24. The various receipts and payments of the consolidated 
income and expenditure account can likewise be traced out by 
reference to Diagram 1. The balancing item of this account is 
saving, which is carried forward as a receipt to the capital account. 
Other sources for the financing of gross investment are shown on 
the receipts side of this account, and the payments side shows gross 
investment, including investment abroad. All transactions with 
the rest of the world are shown as receipts or payments by the 
consolidated account for non-residents. Since all the accounts 
relate to the same period of time and each payment is matched by 
a receipt, the diagram is a closed network. The lines on the 
extreme right of the diagram link up with those on the extreme 
left. 

25. Diagram 1 represents a “full” system of consolidated 
accounts in the sense (a) that each type of transaction is shown 
separately, (b) that receipts have not been deducted from pay- 
ments of the same type, or vice-versa, and (c) that all receipts are 
shown on the left-hand side of the accounts and all payments on 
the right. Diagram 2, in contrast has been simplified to the 
extent (a) that some types of transaction have been amalgamated, 
(6) that there has been some “ netting ”’ (e.g., income paid abroad 


1 It can be readily seen that the definition of this income, and hence of the 
national income, depends directly on what is “‘ productive activity ” or on what is 
a “ factor of production.” It depends, for example, on questions such as whether 
domestic servants are productive and housewives not. 

* To conform with the presentation of the official statistics of national income 
and expenditure in the United Kingdom, the residual error is shown as a form of 
income. This is not meant to imply that the income figures are more subject to 
error than the expenditure figures. 
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has been deducted from income received to give net income from 
abroad), and (c) that there has been a transfer of some items from 
one side of an account to the other (e.g., purchases abroad are 
shown as a payment on the right-hand side of the production 
account in Diagram 1 and as a negative receipt on the left-hand 
side of the account in Diagram 2). It can be readily seen by 
comparing the two diagrams that the change is only one of arrange- 
ment, not of substance. The object is to display more directly 
the relationship between income, product and expenditure. 
26. In Diagram 2 the consolidated production account is now 
in the form : 
Sales (A + C + D) less purchases (#), plus subsidies less 
taxes on expenditure (B). 
= Value added at factor cost including depreciation 
= Gross domestic income (@ + R + H) 


27. The consolidated income and expenditure account, on the 
receipts side, is now in the form : 


Net domestic income (G + &) plus net income from abroad 
(F) 
= National income 
28. The connection between the payments side of the income 
account and a conventional table of national expenditure can also 
be demonstrated. By inspection of the capital account and the 
account for non-residents, it can be seen that : 


L+H=C+M 
L=C+M-—dH 
K+L=C-—-H+M+K 
=C—H+D—-(EHE+N)+F 
Hence it follows that : 
J—B+K+iL=J—-B+C—-H+D-(EFE+N)4+F 


or National income (G + R + F) = current expenditure on goods 
and services (J) plus net domestic capital formation (C — H), 
plus exports (D), less imports (ZH + N), plus net income from 
abroad (F), plus subsidies less taxes on expenditure (B). 

29. The relation between expenditure and income can be seen 
more simply and directly by comparing the left-hand sides of the 
production account and the income account. If an amount (J), 
representing that part of the total import bill which is bought 
directly from abroad out of the income account, is added to (A) 
and a corresponding amount deducted from (#), the left-hand side 
of the production account, together with net income from abroad 
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(F) becomes equivalent to the left-hand side of Summary Table 1 
(the Gross National Product table) in the United Kingdom 
national income Blue Book. This can be seen from Diagram 2 to 
be equal to the left-hand side of the income account, together 
with depreciation (//). It is equivalent to the other side of the 
Gross National Product table in the Blue Book. 

30. It is useful at this point to turn aside from the description 
of the diagrams to consider the nature of the consolidated accounts 
and their relation to the different ways of grouping transacting 
entities into “sectors.”’ The consolidated accounts are essentially 
accounts for the main economic activities of production, consump- 
tion and capital formation. In a simplified accounting system a 
particular group of transacting entities might be associated with 
one or other of these activities—for example, “ enterprises ” 
with production and capital formation, and persons and govern- 
ment with consumption. But this leads to artificiality, which it is 
the object of social accounting to avoid. Some services which it is 
desirable to include as part of the national product cannot be 
identified with the activities of an “ enterprise ’’ in any meaningful 
sense of that term. The services in question are those directly 
performed either by one person to another (e.g., the services of 
domestic servants) or by persons to government (e.g., the services 
of civil servants). There are other persons, e.g., doctors and sole- 
traders, a part of whose activities, but only a part, can be com- 
pared to those of enterprises. Their productive activities can be 
distinguished from their other activities by setting up a production 
account for them. But to go a step farther and to treat them, in 
their capacity as producers, as separate transacting entities is 
possible only if their gain from productive activity can be divided 
between the amount retained in their businesses and the amount 
paid over to themselves as consumers. ‘To treat the whole amount 
as being paid over is no solution at all ; it is the same as treating the 
amount as a transfer between two accounts of the same entity. 
In practice, this is all that can be done. Similarly, there is no 
difference between treating government trading activities as part 
of an enterprise ‘‘ sector ”’ or the government sector as regards the 
income accruing to the government; the profits, or losses, accrue 
in full. To treat non-corporate enterprises as part of the sector of 
which institutionally they are an integral part, instead of as part 
of an imaginary enterprise sector, is an act of realism that requires 
no extra information. 

31. A separate enterprise sector also means that the capital 
transactions of persons and government have to be given special 
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treatment. Those which result from their activities as producers 
have to be divided from the rest. For example, the capital account 
of the Government would have to include an item ‘“ investment in 
government enterprises ’’1 and exclude any capital formation 
or change in the financial assets and liabilities of these enterprises. 
They would appear instead in the capital account of the enterprise 
sector. For Government enterprises this would be possible, since 
these have at least a separate accounting existence. For personal 
enterprises, however, it would be impracticable. It would involve 
making a distinction which did not exist in the real world. 

32. For model building and the construction of a matrix of 
transactions,” and also perhaps for elementary instruction in the 
ideas of social accounting, the simplification of a single enterprise 
sector provides certain advantages. Examination of the account- 
ing system underlying the official statistics of national income and 
expenditure in the United Kingdom shows, in contrast, a different 
design. All transacting entities are treated as keeping each type 
of account. Hence for each “ sector ”’ into which the individual 
entities are grouped there is at least conceptually a sector account 
of each type. In other words, each sector can engage in each of 
the activities of production, consumption and capital formation. 
Instead of grouping transacting entities into sectors according to 
their association with a particular economic activity, they are 
grouped according to clear and distinct differences of status and 
the existence of separate sources of adequate information about 
their transactions. The advantage of this design is that natural 


1 This problem is tackled in an unusual way in the United Nations report, 
A System of National Accounts and Supporting Tables (Studies in Methods, Series F, 
No. 2), by means of “‘ capital transfers ’”’ from households and the Government to 
the enterprise sector. Since the amount of the transfer is limited to the amount 
of investment in fixed assets and stocks by households and government, the 
financial transactions recorded in the capital account of the enterprise sector are 
not those of all enterprises, but only those of corporate enterprises. As an added 
confusion the notional capital transfers just described are included with real 
capital transfers, such as payments by the Government of war-damage com- 
pensation. 

2 Some examples are given in ‘‘ Simple Transaction Models, Information and 
Computing,” by Richard Stone, Review of Economic Studies, 1951/52, Vol. XIX 
(2), No. 49. 

3 At present, the three main groups are: (i) corporate trading bodies 
subdivided between companies and public corporations; (ii) public authorities— 
this is subdivided between Central Government and local authorities; (iii) persons 
—this includes private non-profit-making bodies, such as charities, colleges, clubs, 
foundations, etc. If adequate information about personal income and expendi- 
ture could be regularly obtained direct from persons, there would be an oppor- 
tunity for subdividing the personal sector. Ideally, sectors would be chosen to 
encompass all transacting entities reasonably alike in economic behaviour. 
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entities, such as persons, do not have to be divided between 
different sectors. In other words, it is more realistic. 

33. The fact that in this type of accounting system there is no 
enterprise sector as such, and no one sector for capital formation, 
does not prevent production or capital formation from being 
shown as a whole. This can be done by means of consolidated 
accounts for the whole economy. ‘The entries in these accounts 
can be analysed by industry or in any other way that provides 
useful information. Indeed, an analysis by sector does not 
necessarily have to be made at all. The United Kingdom system 
is conceptually complete, but it is not statistically complete. 
For example, it is implied that there is a separate production 
account for each sector, but details of such an account are given 
only for public corporations. A sector analysis of production, 
however, is of no particular interest. The official statistics do 
provide a sector analysis of capital formation and capital grants, 
which enables the net lending and borrowing of each sector 
to be obtained as a residual, but an analysis of this residual 
by types of financial transaction is given only for the Central 
Government and public corporations. A further line of advance 
of considerable practical interest and importance would be to 
analyse the financial flows between sectors, and thus to show 
the channels through which saving becomes the finance of capital 
formation.* 

34. The official statistics do provide details of the income and 
expenditure accounts of each sector. The object of Diagram 3 
is to display visually the system of transactions between each of 
these sector accounts and: (a) the accounts of the same type 
of each other sector; (b) accounts of a different type. The 
diagram is in fact an analysis of the transactions taking place 
within the consolidated income and expenditure account shown in 
Diagram 2. It will be noticed that the lines entering and leaving 
the rectangle, representing this account, are identical with those 
entering and leaving the boundary of Diagram 3. Once inside the 
boundary, the lines are divided into separate strands to show 
separately the transactions of the three main sectors of the 
economy. The income strands on the left-hand side are un- 
ravelled in two stages showing the redistribution between sectors of 
income received either from domestic production or from abroad. 
They then pass to a third stage showing the final disposal of 
income by each sector. The expenditure lines for each sector are 


1 For such a study it would be necessary to have a separate sector for financial 
institutions. 
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then combined and leave the boundary on the right-hand side in 
the form in which they appear in Diagram 2. 

35. The first section of Diagram 3 shows the considerable re- 
distribution of the original income of factors of production 
caused by the ownership of financial claims and the dividends 
and interest paid on them.! The payments and receipts are 
routed through a common pool. This device has two uses, one 
statistical, the other conceptual. Statistically it obviates the 
need (which existing information cannot meet) to divide the 
amount paid or received by a sector between the separate amounts 
paid to or received from each other sector and abroad. Con- 
ceptually it provides a home for certain otherwise homeless 
“ special reserves.”’ If the saving of corporate trading bodies is to 
be reckoned after deducting the amount provided for dividends 
and interest and the saving of other sectors is to be reckoned 
after including the actual amounts received (i.e., paid), there is a 
hiatus. A part of domestic saving cannot be allocated to a par- 
ticular sector. Additions to dividend and interest reserves are, 
therefore, allocated to a fictional sector. The same device is 
followed for additions to tax reserves for the same reasons.? 

36. The lines entering the first section of Diagram 3 from the 
left represent the national income, considered as the sum of the 
different incomes of the factors of production and of income from 
abroad. The total value of these lines plus the value of the line 
entering from the right—public debt interest (7')—is necessarily 
equal to the value of the lines leaving the right of the first section 
and entering the left of the second section. They represent the 
national income plus public debt interest, when this total is 
considered as the sum of the incomes of the different sectors of the 
economy before redistribution by public authorities. The second 
section shows the redistributive effect of taxes on income and 
current grants by public authorities. The lines leaving the right- 


1 Holders of financial claims are not treated as factors of production. From 
the point of view of the United Kingdom accounting system, the factors generating 
the national income are: (i) labour; (ii) domestic business units (which in terms 
of economic theory supply a combination of capital and entrepreneurship) ; 
(iii) capital assets abroad, fixed and financial. 

2 It should be noted that “‘ tax reserves,’’ in the sense used in the official 
national-income statistics of the United Kingdom, consist in part of money legally 
due to the Government. This element would not exist if government income was 
reckoned as though all taxes were paid punctually. But for the greater part they 
consist of amounts notionally set aside on the assumption of unchanged tax rates. 
The government has no legal claim to them; but the tax-payer cannot prudently 
regard them as part of his free reserves. Belonging nowhere, they are allocated 
to a sector with no existence. 
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hand side of this section represent the national income, considered 
as the sum of the different amounts of income finally available to 
the different sectors for current expenditure on goods and services, 
current grants to abroad and saving. For public authorities there 
is a further source of income in the form of taxes on expenditure 
and a further kind of expenditure in the form of subsidies. The 
value of the lines finally leaving the right-hand side of the diagram 
is national expenditure at market prices; deducting line (B), 
which enters instead of leaves the right-hand side, gives the 
expenditure at factor cost. Thus, the net national income, the 
value of the lines on the left of the diagram, is linked to the net 
national expenditure at factor cost, the value of the lines on the 
right. 
D. K. BuRDETT 
London. 
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THE REDUCTION OF FLUCTUATIONS IN THE 
INCOMES OF PRIMARY PRODUCERS: A CRITICAL 
COMMENT 


THE recent article in this JouRNAL by P. T. Bauer and F. W. 
Paish on ‘‘ The Reduction of Fluctuations in the Incomes of 
Primary Producers ”’ is a striking illustration of the contemporary 
climate of opinion about economic policy.! Here is a particular 
class of interventions with the free market the effects of which 
have been, they conclude, ‘on balance ... to reduce both 
output and consumption, and thereby to reduce the world’s 
standard of living.” Yet they shrink from the obvious implica- 
tion of their devastating criticism of existing stabilisation schemes 
—that the free market should reign and government activity 
should be restricted to making the market freer and more effective. 
Instead they recommend a different gadget involving govern- 
ment intervention “ to reduce fluctuations in incomes of particular 
groups of producers.” 

The particular plan they recommend does not in any meaning- 
ful sense stabilise the “incomes ” of primary producers. In the 
variant they regard as best, it affects at most only cash receipts 
and not income, and it affects even cash receipts only because of 
imperfections in the capital market in the areas concerned. In 
other variants it adds to the uncertainties to which producers are 
subject by requiring them to participate in artificial lotteries in 
addition to the natural lottery involved in growing crops. If 
their plan seems superficially appealing, it is, I believe, primarily 
because the mathematical form in which it is expressed serves to 
conceal its economic substance. Accordingly, I shall try to give 
an alternative description of the essential elements of their plan 
in strictly economic terms. 

In the variant they regard as best, their plan would apply to 
each producer individually, and would be based on the actual 
prices at which the products are marketed. The economic essence 
of the plan is that each producer would be paid for his current 
year’s crop in two forms: for a specified fraction of his crop he 
would be paid in cash; for the balance of his crop he would be 
paid in n promissory notes (or their equivalent, such as credit 
entries on the books of the administering authority), one falling 


1 Economic JOURNAL, December 1952, pp. 750-80, 2 Ibid., p. 765, 
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due in each of the succeeding n years, and each with a face value 
] . . 7 

of —th of the value of the balance of the crop. For simplicity, let 
n 3 


n be one, and let the fraction of the crop paid for in cash be one- 
half. Then the plan is to pay the producer half the value of his 
crop in cash, half in the form of a promissory note due one year 
from date. His cash receipts each year from the authority 
therefore equal half the value of his current crop plus half the value 
of his crop the preceding year. No essential change is introduced 
by changing the fraction paid in cash or by lengthening the period 
over which payment of the balance is spread. 

Clearly, this plan does not affect the producer’s “‘ income ”’ in 
any meaningful sense of that much-abused term, except in so far 
as the promissory notes carry a rate of interest different from the 
market rate; if they carry a higher rate of interest, the producer 
is subsidised the difference; if they carry a lower rate of interest, 
he is taxed the difference. For the rest, the plan affects solely the 
form in which the producer receives his income and possibly the 
time pattern of cash receipts. And with a perfect capital market 
it would not even do this, for the producer could always sell his 
promissory notes for cash. This plan is more accurately described 
as a plan for compulsory lending or as a plan for reducing fluctua- 
tions in cash receipts than as a plan for reducing fluctuations in 
income.1 

These comments are for a plan that is begun without any 
initial compensation to the producer for receiving part of his 
proceeds in the form of promissory notes. Bauer and Paish 
apparently intend to give the producer in cash at the inception of 
the plan, not only the specified fraction of the value of his current 
crop, but also an amount equal to the value of the promissory notes 
that would have come due this year had the plan been in operation 
during the indefinite past. The effect of this method of starting 
the plan is to combine compulsory borrowing with the compulsory 


1 If a man is paid once a week, it is clearly not reasonable to say that his 
income is zero six days a week and equal to his cash receipts on the seventh. If 
the pay period is changed, and he is paid twice as much bi-weekly, surely his 
income is unchanged (minor interest effects aside). Similarly, Bauer and Paish 
would clearly not say that the primary producer has no income except on the 
day or days of the year on which he is paid for his annual crop. By the same 
reasoning, income in any year is not equal to cash receipts of that year; income 
is equal to expected or average cash receipts (less average expenses); any excess 
of actual cash receipts over expected receipts is a return of capital; any deficit, 
an amount that can be withdrawn from accumulated assets without reducing 
capital. More generally, income refers to a flow that can be maintained in- 
definitely, barring capital losses. On all this, see, for example, J. R,. Hicks, 
Value and Capital (Oxford, 1939), pp. 171-88, 











700 THE ECONOMIC JOURNAL [DEC, 





lending implicit in the rest of the plan: the initial amounts paid 
to the producer are a loan to him from the administering autho- 
rity. This loan can be regarded as remaining outstanding for the 
duration of the scheme. Whether any particular producer is a 
net creditor or net debtor will then vary from year to year 
according as the total value of the promissory notes he has out- 
standing exceeds or falls short of his initial loan from the authority, 
If no interest is charged or paid, he loses on this account if he is a 
net: creditor, gains if he is a net debtor. 

For practical reasons, Bauer and Paish believe that it might 
sometimes be necessary or desirable to base the amount paid to 
the producer in cash on account of his current year’s crop on an 
estimated price and estimated quantity marketed rather than on 
the actual price received and actual quantity marketed. Any 
error in the estimates would be corrected by appropriate changes 
in the face value of the promissory notes. So long as the accounts 
are kept for each producer separately, the only effect of this change 
is to convert the fraction of the value of his current crop that the 
producer receives in cash, and hence also the fraction he is com- 
pelled to lend, into a random variable: the fraction received in 
cash equals the initially specified fraction times the ratio of the 
estimated value of the crop to its actual value. In the simple 
numerical example discussed above, if the estimated value equals 
the actual value, the producer receives one-half in cash and one- 
half in a promissory note, as before. If the estimated value is one- 
half the actual value, the producer receives one-quarter in cash, 
three quarters in a promissory note. If the estimated value is 
double the actual value, the producer receives all in cash, nothing 
in a promissory note; and so on.! In this variant, the plan in- 
volves not only compulsory borrowing and lending, but also com- 
pulsory participation in a lottery which determines how much the 
producer is compelled tolend. Butaside from minor interest effects, 
the plan still has no effect on the producer’s income from his crops. 

The final, and least satisfactory, variant of the plan applies 
when it is not feasible for the administering authority to keep 
accounts with each individual producer separately. Bauer and 
Paish then recommend that the authority adjust the amount of 


1 Let P; be the market price in year ¢; P,, the estimated market price; 
the output of the individual producer; %, the estimated output of the individual 
producer. Then in the simple example used, of the total value of year ?#’s crop, 
the producer receives $P,q; in cash in year t; Pigs — $Piq, in the form of a 
promissory note, or in cash the next year. The fraction received in cash in the 

Pitt 
8a 


current year is clearly 
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cash paid to the producer per unit of output in each year so that 
each producer receives the specified fraction of the (estimated) 
value of his current output in cash and producers as a whole 
receive the total value of the promissory notes falling due in the 
year in question, where this total sum is computed as before. By 
this plan, each individual gets a fraction of this total sum equal 
to the fraction his output is of total output in the year when the 
notes fall due, rather than, as before, equal to the fraction his 
output was of total output in the year when the notes were issued. 
Put differently, how much he ultimately realises for his current 
crop depends not only on the size of that crop but also on what 
happens in the future to his share of total output. In the simple 
numerical example discussed above, the producer receives in the 
first instance half the estimated value of his current output in 
cash. The difference between the total value of his current out- 
put and this sum is the amount that would be due him next year 
if an individual account were kept—call this the “ face value ” of 
his (hypothetical) promissory note. If his share of total output 
is the same next year as this, he will receive the face value of his 
promissory note on account of this year’s crop. If his share in 
total output is twice as large next year as this, he will receive 
twice the face value; if his share in total output is half as large 
next year as this, he will receive half the face value and so on.! 


1 In addition to the symbols of the preceding note, let Q; be the total output 

of the area covered by the plan in year t, and k = o that is, the fraction of the 
‘ 

total crop produced by the individual producer in question. Let us neglect 
deviations between actual and estimated output, ¢.e., suppose output to be 
completely known before the amount to be paid in cash each year per unit of 
output is determined. Keeping to our simple example, the individual receives 
in cash 4 P,q, in year t on account of his crop in year t. In year ¢ + 1 he receives 
an additional amount determined partly by his crop in year ¢ + 1, partly by the 
difference between the total value of the crop for all producers in year ¢ and the 
total amount paid in cash on account of that crop in year t. According to the 
formula suggested by Bauer and Paish, this additional sum would, in our simple 
example, be given by : 

] PQ. — 3P, Db 

( ) Pay = AE . It+1 a Kess . QAP: = $P,) 

t+1 

If the plan had been applied to each producer separately, the amount of the 
promissory note (the additional amount received in cash in year ¢ + 1 on account 
of year t’s crop) would have been : 

(2) Pin — 4Pin = oP: — 4P,) 
The ratio of (1) to (2) is: 

Rasy 
ky 

Again, these formule can be readily generalised. 

As is shown by this analysis, the statements in the text are strictly valid only 
if there is no difference between actual and estimated output. Any such 
differences add an additional element of chance. 
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In this variant, then, the plan does affect the producer’s 
income : in addition to being compelled to lend part of the value 
of his crop he is compelled to gamble on whether his share of total 
output will go up or down; if it goes up, he wins an additional 
sum ; if it goes down, he loses. As Bauer and Paish point out, 
this distribution of prizes seéms rather perverse for a scheme 
intended to reduce fluctuations in income. More important, it 
clearly has undesirable effects on incentives to produce ; these are 
made to depend not only on expected future prices, but also on 
past prices in a way that would itself be a source of increased 
fluctuations in income.! 

The plan proposed by Bauer and Paish for compulsory lending 
and borrowing and compulsory participation in lotteries, even in 
its least satisfactory variant, may well be preferable to existing 
schemes for stabilising the incomes of primary producers. Their 
plan is arbitrary, introduces unnecessary uncertainty and has 
undesirable effects on incentives, but at least it is actuarially 


1 The plan introduces a ‘‘ cobweb” effect based on rational pursuit of 


maximum returns rather than on a particular method of estimating future prices 
from past, as in the usual cobweb. Suppose, for example, that the demand for 
the crop is inelastic, so that a small crop yields a large return and conversely, that 
the simple plan used in the text for illustrative purposes is in effect, so that n 
equals 1 and one-half of the value of the current crop is received in cash, that 
prices and quantities estimated by the administering authority equal actual 
prices and quantities, and that, except for the initial year, producers estimate 
future prices and quantities perfectly and can produce precisely the amount they 
want to, so that in the absence of the plan equilibrium would be immediately 
attained the year after the initial year. Suppose output to be abnormally low 
in the initial year, 7.e., the demand price to be greater than the relevant long-run 
supply price. The effective demand price for any given output to the producer 
for the subsequent year is then equal to the sum of two components; half the 
ordinate of the demand curve plus half the ordinate of a rectangular hyperbola 
going through the point on the demand curve describing the first year’s price 
and quantity. Since the demand curve is assumed to be inelastic the equilateral 
hyperbola will be flatter than the demand curve where they intersect, so the 
effective demand price is clearly above the actual price at which the output can 
be sold for outputs greater than the initial year’s output. In consequence, given 
perfect foresight (but no collusion), the appropriate output for producers is 
larger than the equilibrium output without the plan. But the realised price is 
now less than the supply price for the corresponding output, so the next year, 
output will be curtailed. But by the same reasoning as above, the effective 
demand price for the subsequent year will be less than the actual price for out- 
puts less than the second year’s output, so next year’s output will be lower than 
the equilibrium output without the plan, and hence next year’s price above the 
equilibrium level and so on indefinitely. The price fluctuations may, of course, 
converge; the important point, however, is that the plan introduces a source of 
price and income fluctuations that would be absent without the plan. 

If the demand for the crop is elastic, but all other assumptions of the preceding 
paragraph are retained, the realised price will not first fall too low, then rise too 
high andsoon. But neither will it go directly to the equilibrium value. Instead, 
it will approach the equilibrium value from above, each year being closer to the 
equilibrium value. So, again, the plan introduces an additional source of year- 
to-year changes in income, 
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fair and cannot be used as an indirect means of taxing or 
subsidising producers (minor interest effects aside). But is it 
at all clear that their plan is better than straightforward reliance 
on a free market? Is it better than letting producers decide for 
themselves what investments they want to make and what 
lotteries they want to engage in ? 

Bauer and Paish attribute an impressive list of advantages to 


ec 5] 


their plan. In part, these “ advantages ”’ consist simply of the 
absence of the disadvantages of existing stabilisation schemes. 
For the rest, they are all based on the implicit assumption that 
producers spend on current consumption their entire cash receipts ; 
that is, that the propensity to consume out of cash receipts is unity 
and that consumption is unaffected by the ownership of assets or 
by the relation of cash receipts to current “‘ income ”’ in any more 
fundamental sense or to “‘ usual ”’ or “ expected ” cash receipts. 
Eliminate this assumption and the alleged advantages are elimi- 
nated as well. Perhaps the assumption is a correct factual 
description of behaviour in underdeveloped areas. Perhaps it is 
true that, as Bauer and Paish assert, “‘ small producers are un- 
likely to have the self-restraint and foresight to set aside in good 
times sufficient reserves to cushion the effects of worse ones, or, 
even if they have, may be debarred from doing so by social 
customs and obligations.” + If it is, the appropriate solution is 
surely to improve the capital market, to make available oppor- 
tunities for voluntary lending and borrowing, and to persuade 
producers that there may be some merit in “ taking thought for 
the future” and “saving for a rainy day.” If the producer’s 
foresight can be relied on in planning production in response to 
market conditions, as Bauer and Paish clearly suppose, why is it 
impossible to rely on his foresight in planning his consumption ? 

More important, suppose that despite the availability of a 
good capital market, we fail to persuade the producer to show 
more “ self-restraint and foresight,” that he knowingly insists on 
letting his consumption vary with his cash receipts in a manner 
that seems to us undesirable. Is it clear that there is any justi- 
fication for state intervention to compel him to behave differently ? 
Is not freedom a more attractive social philosophy than patern- 
alism, even for underdeveloped areas ? 

Mitton FRIEDMAN 
University of Chicago. 


1 Bauer and Paish, op. cit., p. 766. 














THE REDUCTION OF FLUCTUATIONS IN THE INCOMES 
OF PRIMARY PRODUCERS FURTHER CONSIDERED 


In an article which appeared in the Economic JoURNAL of 
December 1952 we proposed a new method for reducing fluctua- 
tions in incomes of primary producers, and reviewed at some 
length the operation of the West African marketing boards. 
This article has elicited three published comments in the Economic 
JOURNAL, by Miss P. Hill, Miss P. Ady and Professor Milton 
Friedman respectively.1 The principal purpose of this article is 
to reply to these contributions. In Section I we discuss Miss 
Hill’s and Miss Ady’s comments, which cover broadly similar 
ground and reflect a similar approach. Section II deals with 
Professor Friedman’s note, while in Section III we examine 
certain wider issues of income and price stabilisation. 


I 


In spite of the sharpness of their tone, Miss Hill’s and, to a 
smaller extent, Miss Ady’s comments reveal a certain amount of 
common ground between us. Although Miss Hill starts off by 
attempting to excuse the prolonged retention from West African 
producers of a large part of the proceeds of their crops by urging 
that the boards expectations of an early world slump were shared 
up to the Korean war by practically all economists 2 (these views 
were perhaps not quite so widely held as she seems to imply), she 
seems to end up by accepting our view that some at least of the 
boards have shown an undue reluctance to part with their funds, 
and that the local ordinances might well be amended to oblige 
them to do so over a period. Further, she would apparently 


1 Polly Hill, ‘‘ Fluctuations in Incomes of Primary Producers,” Economic 
JOURNAL, June 1953; P. Ady, “ Fluctuations in Incomes of Primary Producers : 
a Comment,” Economic JouRNAL, September 1953; Milton Friedman, “The 
Fluctuations in Incomes of Primary Producers: a Critical Comment,’’ Economic 
JOURNAL, December 1954. 

2 In so far as this argument is relevant, it is much more a criticism of existing 
arrangements than of our proposals, since the difficulty or impossibility of fore- 
casting trends strengthens the case for a scheme which is partly or wholly self- 
adjusting, with the result that normally there can bo no prolonged loss of contact 
with the trend of prices. The more difficult it is to forecast crops or the trend of 
prices, the stronger is the case for a scheme under which an error in forecasting 
is compensated soon. This is one of several instances of Miss Hill’s criticisms 
applying more to the operation of the boards than to our proposals. 
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support for this purpose the imposition of a formula, such 
as the one we proposed, and emphasises our contention that 
such a procedure would have the advantage of distinguishing 
payments to producers from the use of the funds for other 
purposes. + 

Even Miss Ady, whose comments are in general more critical 
than those of Miss Hill, thinks that the boards would find useful 
the employment of moving average formule, though she thinks 
these should be regarded as no more than a guide and that their 
results might need modification “in relation to the general 
economic situation and the particular character of the crop.” ? 
The purpose of the second reservation is not quite clear, for the 
differences in nature between different crops could, as we sug- 
gested,? be provided for by attaching suitably different values to 
the constants in a basic formula. The first reservation, however, 
raises a question of general importance, the misunderstanding of 
which has imported much irrelevant heat into the discussion of 
the problem of reducing fluctuations in the incomes of primary 
producers. Miss Hill may be entertaining the same misunder- 
standing when she writes of the “ anti-inflationary argument 
against raising producers’ prices.” 4 

This argument, as generally stated, is briefly that it is necessary 
to prevent exporters of products which have risen in price on 
world markets from reaping the full benefits of these higher prices 
because the consequent rise in their personal money incomes 
would cause internal inflation. 

In certain conditions there may well be a case in the national 
interest for measures to prevent a rise in export prices and in 
earnings of foreign exchange from having its full immediate 
effect in raising the aggregate of personal money incomes. There 
are two fairly obvious instances of such conditions. The first is 
that of very low elasticity of the supply of imports, brought 
about, for instance, by war-time controls abroad or by a shortage 
of shipping. The second instance, mentioned by Mr. B. C. 
Swerling in a recent article in the Economic JouRNAL ® is that 
of a very large but temporary increase in foreign-exchange earn- 
ings, the subsequent decline of which may leave a country with a 


1 Economic JouRNAL, June 1953, p. 468, paras. l(a) and /c), and p. 470, 
para. (f). 

2? Economic JouRNAL, September 1953, p. 607. 

3 Economic JoURNAL, December 1952, p. 769. 

* Economic JouRNAL, June 1953, p. 469, para. (d). 

5 “ Buffer Stocks and International Monetary Problems,” Economic JOURNAL, 
December 1953, p. 787. 
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structure of wage-rates, production costs and contractual payments 
appropriate to its temporarily higher real national income, but 
inappropriate to its subsequent lower level. There is, of course, no 
justification for the view that the reflection in personal money 
incomes of a permanent rise in the real national income is harmful, 
provided that imports can rise freely. The initial rise in the money 
incomes of producers for export, and the subsequent rise in other 
money incomes as the export producers spend part of their in- 
creased incomes on local goods and services, are merely the 
monetary counterpart of the rise in real income, and are in no way 
inflationary. The case for intervention on disinflationary grounds 
must therefore depend either on the inelasticity of supply of im- 
ports or on the purely temporary nature of the rise in the national 
real income. 

But what matters here is that the whole question is essentially 
irrelevant to the problem of reducing fluctuations in producers’ 
incomes. The prevention of inflation is a national problem to 
be dealt with by the Government as a political decision, and 
not by marketing boards representing, if anybody except them- 
selves, only one section of the population. Further, the in- 
comes of producers for export are not the only, or indeed often 
the most desirable, source of finance for the sterilisation of part 
of the foreign-exchange holdings of the country. There is per- 
haps something to be said for the view that a man sacrifices less 
by losing part of a recent gain in income than by losing part of 
what he has already become accustomed to enjoy. But to throw 
the whole of the burden of sterilising foreign balances on the 
shoulders of one particular section of the community, many 
members of which may be much poorer than some members of 
other sections, is obviously not the most equitable way of sharing 
it. 

But in any case the degree to which, in the interests of the 
community as a whole, the foreign balances are sterilised, and the 
way in which the sterilisation is financed, whether out of taxation 
or out of loans raised from the public, are essentially political 
decisions, to be taken by Governments with full publicity and 
opportunities of discussion, and not by marketing boards sitting 
in private. The arguments of our critics imply that the burden 
of any necessary deflation should be borne by the producers of 
export crops, that is by one particular section of the community ; 
and, further, that it should be administered by the marketing 
boards, that is by organisations established to promote the 
interests of their constituents by means of short-period price 
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stabilisation.1 The whole question of the control of inflation is 
therefore irrelevant to that of the functions of marketing boards, 
or to any action reputedly taken in the interests of any one 
limited section of the population; and its introduction into the 
discussion throws into relief the advantage of a scheme, such 
as that proposed by us, which clearly and unambiguously dis- 
tinguishes the smoothing of fluctuations from other aims of 
policy. 

A point on which both Miss Ady and Miss Hill rather sur- 
prisingly disagree with us, and to which Miss Ady in particular 
devotes considerable space, is the effect of the restriction of prices 
paid to producers on the supply of primary products for export. 
Miss Ady is uncertain whether our statement that ‘‘ government 
intervention tends to restrict output of primary products . 
in periods of high prices . . . as a result of keeping them (prices) 
down ”’? means “‘ that output has been reduced or that it has not 
been as high as it would have been.” ? It is difficult (as everyone 
who has set examination papers knows to his cost) to be sure that 
phrases which seem plain enough to oneself will be equally plain 
to others, but we should have thought that the statement quoted 
could have borne only the second of Miss Ady’s two meanings. 
We would, however, apologise to Miss Ady that any looseness of 
expression on our part should have caused her to waste her time 
in publishing two unnecessary pages of text as well as three wholly 
irrelevant tables.4 

Her criticism of the second (and correct) meaning of our state- 


1 The same considerations apply to Miss Hill’s suggestion (pp. 470-1) that the 
operations of the boards have made possible compulsory saving on a large scale, 
and have also rendered possible the imposition of heavy taxation (additional to 
the surpluses) on producers. Although this matter is, strictly speaking, irrelevant 
as an argument in support of the price policies of the marketing boards, it raises 
important practical issues which are considered in the note appended to this 
article. 

2 Economic JouRNAL, December 1952, p. 751. 

% Economic JOURNAL, September 1953, p. 595. 

* These tables show that in recent years exports of some of the major crops 
were about the same as in the mid-1930s. Actually this comparative stability of 
exports after some decades of rapid expansion could be taken to present statistical 
support for the view that the rate of growth of output has been adversely affected 
by the payment of low producer prices. But this type of simple statistical 
argument is useless in trying to establish a functional relationship. On the basis 
of Miss Ady’s argument it would follow that rubber regulation, for instance, had 
not diminished the output of rubber, as in 1940 (under regulation) exports were 
much higher than at any time before the introduction of rubber regulation. Yet 
the effectiveness of restriction was clear from the high price of export rights and 
planting rights, and from the prompt response of exports to changes in exportable 
rates of release. 
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ment, on the other hand, is confined to a single short paragraph, 
in which she complains that we offer no evidence or argument 
in support of our statement, which she finds by no means self- 
evident.1_ Miss Hill makes a very similar comment.? That we 
produced no argument in support of our statement was because 
we thought that we could assume general agreement with the 
proposition that supply schedules normally have a positive price 
elasticity ; and that there was no need to emphasise the distinc- 
tion between a functional and a historical relationship. 

It is, of course, possible to imagine examples of completely 
inelastic or even of backward-sloping supply curves. But these 
are among the curiosa of economics, which apply, if at all, only 
when producers have little or no opportunity to shift between 
activities and products.* Evidence of such abnormalities among 
West African export crops would be difficult to find. The draft 
report of the officially sponsored Survey of the Economy of the Cocoa 
Producing Areas of Nigeria, which we have had an opportunity to 
see, provides specific evidence that the planting of cocoa-trees is 
highly responsive to price, or, more precisely, to the relationship 
between prices of cocoa and those of imported merchandise. This 
is also the conclusion reached by Miss Ady herself in an earlier 
article,t where she states that “it appears that changes in the 
magnitude of cocoa exports from the Gold Coast in the period 
1930-40 were to be explained by the effect upon planting nine 
years earlier of changes in cocoa prices. The positive slope of 
this long-run supply function is indicated in all the methods of 
formulation.” 

For the short-term supply of such a crop as cocoa, where many 
years must elapse between planting and first yields, the elasticity 
can hardly be very large. But Miss Ady’s own testimony would 
seem to indicate that, even in the short-run, supply cannot be 
wholly unaffected by price, if, as she states, ‘“‘ In the cocoa boom 


1 Economic JOURNAL, September 1953, p. 597. 

2 Economic JOURNAL, June 1953, p. 470 (g). 

® Since even if the supply curve of effort is backward rising, that of individual 
products is still likely to be forward rising where such shifts are possible. 

« “Trends in Cocoa Production,” Bulletin of the Oxford Institute of Statistics, 
December 1949, p. 396. The article also suggests (p. 392) that the decline in 
cocoa production in the Gold Coast since the mid-1930s may have been the result 
of the ageing of holdings as well as of swollen-shoot disease. The decline of 
yields with the age of holdings after about fifteen to twenty years from planting 
is also an important finding of the Nigerian Survey. The importance of new 
planting and re-planting, even for the maintenance of output, is a corollary of 
these findings, which accord with expectations, This has extremely important 
implications for price policy. 
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of 1948-49 everyone became a ‘ cocoa farmer,’ combing the High 
Forest belt for cocoa stands, indeed for every cocoa tree.” 1 The 
Nigerian Survey also found evidence that even the short-period 
supply is not completely inelastic, though the elasticity is 
necessarily very small. 

For the other crops, the special conditions of West Africa, so 
far from providing an exception to the usual case of positive price- 
elasticity of supply, serve to reinforce the obvious general con- 
sideration. There is an extensive margin of production in most 
areas, and producers can shift readily between different crops and 
activities. The extension of capacity is necessarily to a large 
extent a function of price, since the establishment of new capacity 
and the production of export crops for the market are not profit- 
able in outlying areas unless the price, after covering transport 
costs, still yields a return more attractive than could be secured 
from other activity. This elementary analysis is in a general 
way amply confirmed by historical evidence in West Africa, since 
if the output of export crops did not respond to prices it would be 
impossible to explain the rapid growth of these industries. But 
while the analysis is in general confirmed by the historical evidence, 
there are obvious reasons why the functional relationship cannot 
easily be shown by means of statistics. The effects of the func- 
tional relationship may be swamped by the operation of other 
influences, of which the results of general development are likely to 
be particularly important in emerging economies ; and its operation 
may be obscured by time-lags, which are particularly important 
in agriculture. 

There is, however, one argument of Miss Hill’s, on which she 
lays considerable stress, which offers specific proof of the response 
of producers to price incentives. This is the response of growers 
to the differential prices offered by the boards for different grades 
of cocoa and palm-oil. It is, of course, unfortunate that, in this 
particular case, the price incentives offered are almost wholly 
unrelated to ultimate demand, and that the grade differentials 
find little or no reflection in world markets, so that the “‘ improve- 
ment in quality ”’ claimed by Miss Hill has little economic signi- 
ficance and represents a substantial misdirection of effort. Never- 
theless, this instance shows that price incentives can bring a rapid 
re-direction of farmers’ activities and, wisely used, could serve 
rapidly to adapt supply in the direction required by changes in 
world demand. 

The other points of substance raised by Miss Ady and Miss 


1 Economic JouRNAL, September 1953, p. 606. 
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Hill are, first, the effects of inaccurate forecasts of output and 
price on the operation of our formula (Miss Ady); second, the 
relative merits of smoothing fluctuations in incomes or in prices 
(Miss Ady); and third, the effects of higher export prices on lucal 
prices of foodstuffs (Miss Hill). We shall deal with these in 
turn. 

Miss Ady is quite right in pointing out that, with sufficiently 
inaccurate forecasts of prices and volumes of output, the use of 
our formula could conceivably cause greater fluctuations from one 
year to the next in prices paid to producers than occurred in actual 
market prices. This danger is inherent in any scheme which 
seeks to combine the fixing of producers’ prices within each crop- 
year (a feature on which Miss Ady lays the greatest possible 
emphasis) with the approximate equation of producers’ receipts 
and market proceeds over a period of years. If producers are to 
receive approximately the net proceeds of their crop over a period 
of years, it follows that any under- or over-payment in any one 
year must be adjusted by over- or under-payment in subsequent 
years. If the accidental under-payment occurs in a year when 
market prices happen to be unusually high, or the over-payment 
when they happen to be low, the only effect is that the degree of 
smoothing is greater than intended. But if the accidental under- 
payment occurs when market prices are low, or the over-payment 
when they are high, the degree of smoothing will be less than 
intended; and if the errors in forecasting are very large indeed, 
their effect may be more than to offset the element of smoothing 
and actually to increase the year-to-year fluctuations. 

This difficulty does not arise where no effort is made to 
secure a long-run equation of producers’ receipts with market 
proceeds. If prices can be fixed permanently high (as for in- 
stance in the United Kingdom or the United States), at the cost 
of an unpredictable but probably large subsidy from the taxpayer, 
or permanently low (as for instance in West Africa) at the cost of 
an unpredictable but probably large loss of income by the pro- 
ducer, there is no real problem in preventing year-to-year fluctua- 
tions in producers’ prices. It was for this reason that we expressed 
surprise that the West African boards, having no real problem to 
solve, had nevertheless so conspicuously failed to solve it. 

We believe that it is unlikely that errors in forecasting prices or 
output would in fact be so great as to offset the smoothing effect of 
our scheme and run the risk of intensifying year-to-year fluctua- 
tions in producer prices. If, however, it were found that fore- 
casts were so unreliable that they had this effect, it would be for 
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those responsible for policy to decide whether the much-em- 
phasised advantages of intra-seasonal price stability did or did 
not outweigh the consequent risk of increasing inter-seasonal 
price fluctuations. But it must be emphasised that, if reasonably 
accurate forecasts are impossible, the fixing of stable prices within 
each season must, under any system, run the risk either of in- 
creasing the magnitude of inter-seasonal price fluctuations or of 
opening up a permanent gap between the market proceeds of the 
crop and the amounts received by producers. 

On the question of whether it is better to attempt to reduce 
fluctuations in producers’ incomes or in producer prices, Miss Ady 
holds that “‘ whereas stability of incomes may be the desideratum 
in foreign transactions, in the domestic economy the case for a 
stable price is far stronger.”’1 Her reason for preferring to 
attempt to reduce inter-seasonal price rather than income fluctua- 
tions (stability of intra-seasonal prices is of course provided for in 
our proposals) seems to be based on a misunderstanding of our 
position. We have never suggested that incomes of producers 
should be maintained regardless of the amount of their output. 
In the form of our proposals suitable for West Africa and designed 
to operate on incomes only via prices, any farmer reducing his 
output would reduce his income for the current year propor- 
tionately and would therefore suffer no reduction in his incentive 
to produce. It is true that if a large number of farmers, by 
reducing their own outputs, were able to reduce total output 
perceptibly, the prices they would receive would rise even though 
world prices did not. But since no individual producer could 
afiect the price by varying his own output, there would be 
no reason for any one of them to restrict production unless 
there were some arrangement between them for collective 
action. 

While we are on the subject of stabilisation of prices and/or of 
incomes, it is worth noting that neither this distinction nor any 
of the conceptual problems of stabilisation seem to have received 
any attention either at the time of the establishment of the West 
African marketing boards, or in the course of their operations. 
The functions of the boards are stated in purely general terms as 
securing the most favourable arrangements for the marketing of 
the products. The ordinances establishing the Cocoa boards do 
not mention stabilisation at all among the functions of these 
organisations, while in the ordinances establishing the other boards 
it is mentioned only casually as one of the several objectives on 

} Economic JOURNAL, September 1953, p. 603, 
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which the funds of the boards may be spent. Thus, not only is 
stabilisation not defined,! but it is not even clear whether it should 
be regarded as a major function of the boards. In these circum- 
stances practically any policy can be justified or rationalised ex 
post on a number of possibly contradictory or inconsistent 
arguments. And for the same reason succinct discussion of the 
policies is rendered difficult because a number of different and 
often inconsistent arguments have to be examined, each implying 
quite different aims of policy.” 

Our own preference for attempting to reduce fluctuations in 
incomes rather than merely in prices is that violent accidental 
fluctuations in output with prices constant may have economic 
and social effects as marked as, though less frequent than, violent 
fluctuations in prices with output constant. To hold prices stable 
while output fluctuates may therefore increase instability. As 
Mr. Kaldor has put it, “ In the case of agricultural crops, where 
it is supply, rather than demand, which is unstable, such price 
stabilisation schemes must have a destabilising influence on 
activity.” 3 

Miss Hill’s objection to the payment of full market prices to 
producers of export crops is based, among other reasons, on the 
fear that to do so would give rise to “‘ serious internal distortions ”’ 
as the result of the rise in prices of locally grown foodstuffs. The 
causes to which she would attribute such a rise are not very clearly 
explained, but would seem to be: (a) the diversion to export of a 
larger proportion of crops, such as groundnuts, which are both 
exported and consumed locally; (b) the diversion of resources 
from growing food for local consumption to growing export crops 

1 Miss Ady (p. 603) disagrees with our definition of the aim of stabilisation as 
the smoothing of random fluctuations of incomes around the trend. But she does 
not attempt to provide an alternative aim, nor does she state in what sense, if 
any, the boards have stabilised prices or incomes. 

2 Thus it has been claimed in numerous official statements by the boards, as 
well as in ministerial statements in the House of Commons, that stabilisation 
(undefined) represented the major claim on the boards’ reserves. But a recent 
(1953) official pamphlet by the Gold Coast Cocoa Marketing Board regards ex- 
penditure for development purposes a principal achievement of its operations. 
Combating of inflation; compulsory saving for development; the encouragement 
of local food production by depressing the price of export crops; the prevention 
of the emergence of a kulak class (7.e., of a prosperous peasantry): these are a few 
of the arguments advanced in support of policies instituted supposedly to benefit 
producers by short-period price stabilisation. By legislation enacted in 1952 the 
Gold Coast Government has power to direct the Cocoa Marketing Board as 
regards the disposal of its funds, some of which have already been used for what 
are essentially general Governn:ent purposes. 


3 “ Speculation and Economic Activity,” Review of Economic Studies, October 
1938, p. 24. 
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(this point would seem to be inconsistent with her doubts, ex- 
pressed elsewhere, about the effects of price on the supply of 
export crops); and (c) the increased demand for local foodstuffs 
by export producers whose incomes have risen.* 

Now it is probably true that, failing a large coincidental 
increase in the local output of foodstuffs, an increase in incomes 
will lead to an increase in imports, inter alia, of foodstuffs; and 
also that, to make these imports profitable, some rise in local food 
prices will probably occur. But to proceed from this to the con- 
clusion that producers for export should therefore be prevented 
from receiving the full value of their product involves a serious 
non sequitur. Even if we were to concede Miss Hill’s claim (which 
observed facts by no means confirm) that ‘“‘ the goods which the 
producers of export crops most require in larger quantities are 
cheap tropical foodstuffs of a kind which on the whole do not 
enter into world trade ” * this would still not constitute any valid 
reason for under-paying them, especially as it would imply a 
condition of great poverty and under-nourishment. 

Let us examine in more detail the probable consequences of a 
sharp rise in incomes of peasant producers of export crops in a 
country where the tastes of the inhabitants are such that they are 
reluctant to consume imported foodstuffs. We may divide the 
inhabitants of such a country into four classes: (1) those who 
produce export crops only; (2) those who either combine the 
production of export crops with the growing of local foodstuffs, 
or grow food-crops which can be either exported or consumed 
locally ; (3) those who can grow only food for local consumption ; 
and (4) those (mainly in the towns) who produce neither local 
foodstuffs nor export products. Now let us see the effects on 
these four groups of a substantial rise in prices paid for export 
products. 

The first class will be immediately better off, for their purchas- 
ing power in terms both of imports and of local products has 
increased. The second class will also benefit, though less, since 
the rise will initially affect only part of their incomes; they may, 
however, increase their share of the benefit by diverting to export 
more of their crop or some of the resources hitherto used for 
producing locally-consumed foodstuffs. Demand for local food- 
stuffs will therefore rise, output fall and prices rise. This will in 
due course check the diversion to exports of output and resources. 
How far food prices will have to rise for this to happen will depend 

1 Economic JOURNAL, June 1953, pp. 469, para. (d), and 470, para. (h). 


2 Economic JOURNAL, June 1953, p. 470, para. (h). 
No. 256.—voL. LXIV. 3A 
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on the relative elasticities, but even in the very unlikely case 
where prices of local foodstuffs had to rise as much as those of 
exports, the first two classes would remain better off in respect of 
that part of their incomes which was spent on imports. The 
third category, who produced only food for local consumption, 
could not in any case be worse off and, if they spent any part of 
their incomes on imports, would certainly be better off as the 
result of the rise in the price of their products. The only category 
who could possibly be worse off as the result of the rise in export 
prices is the fourth, those who, living mainly in the towns, produce 
neither food nor export crops. Here the result depends mainly 
on three factors—their ability to shift into either food-growing or 
production for export; their ability to shift their demand from 
locally-produced to imported goods (which is likely to be greater 
than that of the rest of the population) ; and the income elasticities 
of demand of the rest of the population for locally-produced goods 
and services other than foodstuffs. On the whole it seems likely 
that a large number even of urban incomes ! will rise by as much 
or more than the cost of living. If this is so, it would seem that 
the only people really likely to suffer permanently from the rise in 
the standard of living of the rural population. are those with fixed 
incomes who cannot shift, especially perhaps members of the 
non-indigenous population whose incomes are fixed from over- 
seas.” It is perhaps this effect that Miss Hill has in mind when she 
refers to “ serious internal distortions.” 

But once again if it is thought desirable to subsidise the 
consumption of particular groups, this is a general political issue 
which needs to be discussed as such rather than brought about 
indirectly under a system supposedly operating in the interests 
of the producers of export crops. Further, on grounds of equity 
it would presumably be preferable to finance such a subsidy from 
general funds rather than indirectly by reducing the proceeds 
accruing to particular classes of producer, especially since the 
payment of lower prices affects the entire saleabie output of the 
producers, whether exported or sold locally. 


1 These incomes in West Africa (as in other under-developed countries) are 
generally appreciably higher than those of the bulk of the rural population, 
especially of those producing food crops. In West Africa, for instance, the 
groundnut producers are on the whole far poorer than the urban population. 
Cocoa producers are much better off, but no cocoa is produced for local sale. 

2 It is a frequent complaint of the European population in West Africa that 
an increase in the producer prices of export crops tends to raise the wages of 
domestic servants. 
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II 


Our differences from Professor Friedman are those of premises 
and approach, chiefly about the functions of government in 
societies at different stages of development. 

The proposals which were made in our article, and which are 
criticised in Professor Friedman’s note, fall into two parts. First 
there are those for reducing fluctuations in the annual money 
receipts of primary producers in countries which are sufficiently 
advanced for records to be kept of the output and sales of in- 
dividual producers. This form of our scheme, which was de- 
scribed in the article as much for expository reasons as in the 
hope that it might be adopted in such countries, has certain 
advantages over the alternative form, suitable for less advanced 
countries, which operates on prices. We would, however, agree 
that in advanced countries there is much to be said for leaving 
producers to make their own arrangements for carrying over part 
of the incomes earned in good years in order to minimise the fall 
in their standard of living in bad years. But there is also some- 
thing to be said for the view that, especially in countries where 
the incomes of the producers concerned form a large proportion 
of the flow of money incomes of the community, a smoothing 
device such as that proposed by us (which both smooths fluctua- 
tions in incomes and renders the flow of aggregate income more 
predictable) may well have important advantages. 

The choice is really between two different views on the 
economic functions of the State. There is room for legitimate 
difference of opinion about how far a Government should take 
action which would bring direct material benefits to the present 
generation of citizens at the cost of reducing the incentives of the 
population to maintain and develop their powers of private fore- 
sight, initiative and self-reliance; or, alternatively, how far it 
should leave the population to suffer from the effects of their own 
inadequacies in the hope that, through suffering, they would learn 
toremedy them. It can, however, surely be common ground that 
the case for any given degree of paternalism is stronger the less 
developed and more ignorant the population, and that the fact 
that some populations could safely be left to learn entirely from 
their own mistakes would not prove that all could. Even, how- 
ever, if it were agreed that, in a country where wealth and educa- 
tion are as widely distributed as, say, in the United States, the 
Government could best serve the long-run interests of its people by 


1 Cf. p. 720 below. 
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refusing to protect them against the consequences of their own 
lack of foresight, this would not finally conclude the argument; 
for it is quite clear that even (or perhaps especially) in such 
countries no Government has the slightest intention of leaving 
primary producers, and particularly farmers, to work out their own 
salvation. Since, therefore, it is quite certain that the Govern- 
ment will insist on intervening, it is surely not inconsistent with 
the principles even of those economists who think it should not 
intervene at all to suggest methods by which its intervention may 
do the maximum of good and the minimum of harm. Would 
Professor Friedman not agree that if, say, the United States 
Government’s farm programme were along the lines suggested in 
our article, the result would be preferable, if not to their with- 
drawal from intervention altogether, at least to any other proposals 
that have been put forward ? 

When we come to his criticisms of that version of our proposals 
which is relevant to a less advanced economy, such as West 
Africa, we cannot but feel that Professor Friedman shows a very 
marked lack of understanding of the conditions which exist in 
such countries. We shall consider only a few aspects of these 
economies relevant to Professor Friedman’s criticisms; they are 
chiefly different but related facets of two phenomena: first, the 
comparatively recent emergence of a money economy; and, 
secondly, the importance of export proceeds as a component 
element in the flow of money incomes. 

In many of the so-called under-developed countries develop- 
ment has been phenomenally rapid and uneven in the last few 
decades; in particular, there has been a rapid impact of a money 
economy on a population which has only recently emerged from 
the subsistence stage, while social institutions, customs and 
obligations characteristic of (and appropriate to) a subsistence 
economy still persist and influence economic life. Thus in West 
Africa even moderately prosperous Africans are frequently under 
a social obligation to extend liberal and indiscriminate hospitality 
to hosts of relatives, clansmen and co-villagers; and this is 
particularly evident when they enjoy a sudden increase in pros- 
perity. This obligation is obviously a legacy of a subsistence 
economy in which surpluses could not be marketed regularly, and 
the obligation therefore emerged to distribute them to relatives 
(often to distant clansmen), guests, retainers and so forth. When 
anyone who is known to have accumulated a surplus or to be 


1 As in our previous article we take our examples from West Africa, but the 
argument applies to many other countries with a native peasantry. 
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enjoying even temporary prosperity is apt to become an in- 
voluntary host to a swarm of hungry relations, it is often difficult 
to set aside a reserve out of temporary prosperity against a future 
fallinincomes. This is not to say that individual Africans cannot 
or do not save even in spite of these difficulties. In times of 
prosperity there is now much African investment in house- 
building, and in the acquisition of transport and agricultural 
equipment. The very large cocoa area (over two million acres) 
is also evidence of the willingness and ability of the Africans to 
expend effort even if the return is long delayed. But gradual 
increases in incomes and a reduction in rapid and discontinuous 
fluctuations are likely to strengthen the sense of continuity, to 
lengthen the economic horizon of the producers and to promote 
the habit of saving. 

It is developments of this kind, rather than the removal of 
imperfections in the capital market (as is suggested by Professor 
Friedman), which are likely to enable the Africans (or any other 
native peasantry) to build reserves against a rainy day. It is 
indeed hard to see in what manner the capital market in West 
Africa could easily be improved to serve this particular purpose. 
There is already a Post Office savings bank; and there are large 
solidly established banks with special savings departments.! 

The population of the West African colonies has in many 
respects a very imperfect understanding of the operation of a 
money economy. In particular, it is apt to ascribe price fluctua- 
tions, whether of export crops or of imported merchandise, to the 
decisions and to the malice of the merchant firms, and as most of 
the larger firms are owned and administered by non-Africans, this 
often results in serious political tension. Moreover, plausibility 
is lent to these charges by the fact that there is in West Africa 
(as in many other under-developed countries) a comparatively 
high degree of concentration in external trade, with the result 
that the merchant firms cannot avoid exercising some influence 
on prices (“‘to make the market ’’) both of export produce and of 
imported merchandise.2 In these conditions frequent and sharp 
price fluctuations are particularly apt to have unsettling effects 


1 The Africans are, however, reluctant to entrust their savings to banks or 
other institutions because they fear disclosure of their accounts to their relatives. 
This serves to strengthen our argument. 

* This consideration applies to the external trade of most tropical territories, 
which is mainly conducted by foreign merchants, and in which there is usually a 
high degree of concentration. The reasons for this are considered in some detail 
in an article ‘“‘ Concentration in Tropical Trade: Some Aspects and Results of 
Oligopoly,” Economica, November 1953. 
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and to conduce to political tension. The tendency towards such 
fluctuations has become more marked in recent years, for in the 
very short period the supply of imports is less elastic than before 
the war, with the result that wide and unpredictable fluctuations 
in the flow of money incomes may bring about sharp short-period 
changes in the local prices of imported merchandise. Measures 
which would reduce the magnitude of fluctuations in the flow of 
incomes would therefore help to promote political and social 
stability and to smooth development in these countries. 

These favourable effects would be much reinforced by the 
greater predictability of incomes which would result from the 
operation of the proposed schemes; and this applies both to the 
individual producer and to the economy as a whole. It is, of 
course, true that the individual producer’s share in the total may 
vary for reasons outside his control, but this is of small importance 
when compared with the greater predictability (far greater than 
ever before) of the future flow of incomes.? On this score there 
is a net reduction in uncertainty which would have repercussions 
throughout the economic life of the countries in which the scheme 
operated. In this respect there seems to be a clear advantage 
even as compared with a system in which the individual producers 
are both able and willing to build up reserves in times of pros- 
perity.* We should thus be prepared to claim not merely that 
the scheme suggested by us would be preferable to the methods 


1 Our proposals relate to the smoothing of fluctuations in incomes of peasant 
producers only, since we feel that estate producers could be expected to undertake 
their own smoothing. But there may be circumstances when the application of 
our proposals to estate producers may also be advantageous. This may be so in 
circumstances in which the wages of estate workers are highly responsive to 
increases in the prices of export products, so that a sharp and discontinuous 
increase in these prices results in correspondingly sharp increases in wages, which 
it is often very difficult to reverse. Where the total supply of labour is inelastic, 
and where in times of prosperity smallholders tend to employ some hired labour, 
estate wages may often rise sharply following even a comparatively short-lived 
rise in prices. 

2 We recognise that the version of our proposals which operates through prices 
rather than incomes has the disadvantage that it does not help the producer who 
has a bad crop in a generally good year, while unduly benefiting the producer who 
has a good crop ina bad year. We think that this objection is far more than offset 
by advantages which are very real and important in the sort of economy to which 
this version of our scheme would be applied. 

Quantitative considerations are clearly relevant in this connection. For most 
of the producers concerned fluctuations in incomes reflect chiefly fluctuations in 
prices rather than in output. It is exceptional for the output of individual pro- 
ducers to be affected by natural causes in a manner substantially different from 
that of the general body of producers in a particular territory. 

3 The very important practical advantages of this greater predictability of 
incomes are listed in our article, Economic JouRNAL, December 1952, p. 777. 
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being used at present by the West African marketing boards, but 
that it would be preferable to complete non-intervention.+ 

Professor Friedman would, we think, be prepared to agree 
that the functions of government include responsibility for the 
satisfactory working of the monetary mechanism. We regard 
our proposals as an extension of that function desirable in the 
circumstances of economies which in the aggregate include a 
large proportion of world population, economic activity and 
international trade. 


Ill 

Our foregoing rejoinders are not intended to imply that we 
think we have said the last word on the difficult and complex 
question of the smoothing of fluctuations in the incomes of primary 
producers. On the contrary, we think that there is much more 
to be said on the subject. But unfortunately much of the dis- 
cussion, both in the pages of the Economic JouRNAL and even 
more elsewhere, seems to have been concerned not so much with 
the merits of the case under consideration as with its compati- 
bility or incompatibility with particular political ideologies. 
Only too often the critics give the impression that, if our con- 
clusions do not accord with preconceived ideas about the form of 
the economic or social system, they must attack them on every 
possible ground, relevant or irrelevant, often without specifying 
the aim of the policy desired, or even without making clear 
whether the remarks apply to the operations of the actual 
statutory export monopolies or to some hypothetical and unde- 
fined ideal. This makes difficult any serious discussion either of 
the actual operations of the marketing boards or of possible 
measures for achieving specified aims. 

Readers will have noted that neither Miss Ady nor Miss Hill 
seem willing to state the aims and purposes which should guide 
the boards, or to define rules for their policies. They appear to 
be in favour of giving them complete control over the industries 
subject to them. Though they do not state this explicitly, they 
seem to envisage these organisations as instruments in these 
economies for a large measure of socialisation both of peasant 
production and of saving. 

Professor Friedman, on the other hand, objects to some at 
least of the forms of interference with the free operation of 
market forces which we ourselves should consider on balance 


1 We have dealt here only with those advantages of the proposed scheme 
which are relevant to Professor Friedman’s criticisms. A fuller list is given in 
our article, especially pp. 776-80. 
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desirable in the special conditions existing in certain under- 
developed countries. In particular, he objects to any compulsory 
smoothing of fluctuations in producers’ incomes and holds that 
there is no case for compelling producers to smooth their incomes 
if they do not take steps to do so of their own free will. 

Our own position differs both from that of Miss Ady and Miss 
Hill and from that of Professor Friedman. We should not like it 
to be thought, however, that we have simply split the difference 
between their views. Our conclusions have been reached as the 
,esult of fairly prolonged and intensive study of the economic, 
sovial and political conditions in several primary-producing areas. 
It is as the direct result of this study that we have become impressed 
by the benefits which could be derived from the reduction in political 
tension and from the widening and lengthening of the economic 
horizon which would result from a scheme which would moderate 
the sharp and discontinuous fluctuations in incomes and prices. 

We do not wish to press this point too much. In particular, 
we do not want to suggest that, in the absence of such a scheme, 
primary producers would not save and/or would not increasingly 
acquire habits of thrift and investment. There is ample evidence 
to the contrary. But this does not by itself dispose of the case 
for a damping of the impact on these economies of rapid and dis- 
continuous fluctuations. In our previous article we listed what 
seemed to us the advantages of our proposed method of smooth- 
ing, in comparison particularly with the methods actually in 
force, but also with complete non-intervention. 

In Section II of the present article we have emphasised the 
advantages of greater predictability of the level of incomes. 
There would be a further advantage in a system of smoothing by 
a predictable method, such as that proposed by us, which may 
be appropriately mentioned in this section, which deals with 
wider aspects of stabilisation. Such a system of smoothing 
would reduce the market risks flowing from the dependence of 
an economy on one (or a few) export crops. The advantages of 
specialisation obtained by concentration on one or two export 
crops often lead to increased output and a higher standard of 
living. Such concentration is, however, often criticised as ex- 
posing the economy to considerable risks ; and these risks, though 
frequently exaggerated, can also be real, both for the individual 
producers and for the economy as a whole. They can, however, 
be appreciably reduced by a system of smoothing. First, the 
transmission to producers of price changes in a damped form 
and the greater predictability of prices a year or two ahead would 
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facilitate gradual shifts from one crop to another or to other 
activity. (It might also incidentally serve to reduce demands for 
restriction schemes, or at least their plausibility, by reducing the 
impact on producers of a sudden fall in prices.) Secondly, it 
would make possible the accumulation of reserves of foreign 
exchange at a time of temporary high prices and their subsequent 
gradual liquidation as prices fell. By spreading risks over time, 
a system of smoothing would reduce the need for spreading them 
over a number of different products at the cost of foregoing the 
advantages of specialisation. 

A stabilisation scheme becomes meaningless unless the aim 
and meaning of stabilisation are defined and kept distinct from 
such other and quite different aims as, for instance, the control 
of inflation or the finance of development. Unless these dis- 
tinctions are observed, practically any policy can be justified in 
the name of one or other of these objectives. A precisely defined 
scheme is also necessary if the objective of greater predictability 
of prices is to be secured. Indeed, a discretionary scheme increases 
rather than reduces the uncertainty about the future. In addition 
to the uncertainty of weather, disease and other supply conditions, 
and of changes in demand, there is the added uncertainty of the 
reaction of the administrators, i.e., the uncertainty introduced by 
the difficulty of assessing how changes are likely to be interpreted 
by those administering the scheme. And this particular un- 
certainty is enhanced when there is no clearly stated aim of policy. 

Above all, unless the policy to be followed and the method of 
implementing it are precisely defined, the result of the introduction 
of a scheme is to hand the close control of the economy over to 
a handful of individuals with almost unlimited power over their 
charges, who are deprived of alternative channels for the market- 
ing of cash crops. 

1 It is often suggested that official or semi-official representatives can be 
expected to be guided purely by the interests of those over whom they have charge 
and that there is no need for any limitation on their discretion. This view is 
without foundation. It is well known that organisations and institutions tend 
to become ends in themselves and that deep-seated cleavages of interest develop 
between managers and administretors of such organisations and their unorganised 
charges, particularly when the former have statutory monopoly powers and the 
latter are not only unorganised but illiterate, ignorant and not vocal. But even 
in the absence of such a cleavage of interests there would be important advantages 
on at least two further grounds in minimising the discretionary powers of the 
administrators of the boards: First, there is the otherwise ever-present risk of 
a loss of contact with the trend arising from the inherent difficulty of distinguish- 
ing a fluctuation from a change in trend; and secondly, only a scheme minimising 


the discretionary powers of the administrators can secure the important advantages 
of greater predictability of the flow of incomes. 
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In the absence of a defined and specific mandate, the actual 
operations of the marketing boards have had the effect of largely 
socialising peasant production and saving in West Africa (and 
indeed throughout the whole of British Africa, since this system 
of marketing covers the principal peasant export crops also in 
British Central and East Africa, where its operation has been 
much the same as in West Africa). The operation of the boards 
has become an important instrument of compulsory saving, which 
has made almost impossible private saving and investment by 
important classes of producers, including expenditure on the 
maintenance and improvement of their holdings and equipment ; 
this may indeed turn out to be the most important aspect or 
implication of this system of marketing. Again, by prescribing 
producer prices for the principal cash crops, the boards largely 
direct production and thus the activities of the peasant producers. 
They have extensive powers of licensing over intermediaries and 
processors (powers which are entirely unconnected with stabilisa- 
tion), who can operate only on the sufferance of the boards. 
Further, the boards are empowered to, and do, prescribe price 
differentials divorced from market considerations, and they can 
ban the export of produce for which there is a market abroad. 
Such developments are always probable in the absence of a clear 
definition of objectives and of specified mandates; and this may 
perhaps explain the reluctance of some of our critics to accept a 
rigorous and clearly defined scheme. 

We do not wish to prejudge the merits of such measures, 
especially of compulsory saving; but they obviously belong to 
a sphere of argument and discussion quite different from that 
of a mere appendage or accidental by-product of stabilisation. 
If such measures, and in particular the socialisation of saving and 
of peasant agriculture, are thought to be desirable, they should 
be introduced on their own merits and not through a back door 
in the guise of stabilisation. It is only in full and open dis- 
cussion that an adequate examination of the merits and disad- 
vantages of such far-reaching policies is possible, as well as the 
assessment of the state of opinion on these issues. Further, if 
it is ultimately decided to socialise agriculture or saving, measures 
designed expressly for the purpose are likely to be more effective 
than action emerging merely as a by-product of other policies. 

It is desirable that any scheme for stabilisation or smoothing, 
in addition to being clearly defined, should attempt to smooth 
price and income fluctuations over only relatively short periods. 
It is true that under such a scheme as ours (as distinct from the 
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present regime of marketing boards) producers as a whole will 
enjoy approximately the same average incomes over a period of 
years, though with less violent fluctuations, as under a free-market 
system; but there is no guarantee (or indeed probability) that in- 
dividual producers will get back in later years neither more nor 
less than they themselves gave up in earlier years. This lack of 
correspondence between personal gains and losses is inevitable 
in any scheme which reduces fluctuations in prices, and also 
applies to the reduction in price fluctuations brought about by 
well-directed private speculation. It may, however, be dimin- 
ished if the period over which price fluctuations are smoothed is 
kept short, for the relative outputs of producers are less likely to 
show large changes in the short run than in the long ; in particular, 
the composition of the body of producers is much less likely to 
change. 

The desirability both of defining clearly the period of smoothing 
and of keeping it short is particularly evident when prices are 
tending to rise persistently. This is so partly for the obvious 
reason of the dangerous results of a loss of contact with the 
trend.1 But it is reinforced by another consideration which 
issues from the ambiguities in the idea of stabilisation and the 
practical uselessness of undefined stabilisation as a guide to 
policy. 

The higher are prices, the larger are the absolute amounts 
required to maiatain them at a given level over a stated period, 
and therefore a given sum is more likely to appear insufficient as 
a stabilisation reserve. Surpluses accumulated over a number of 
years of relatively low prices, and representing large percentages 
of producer prices at the time of their accumulation, may be held 
to constitute an insufficient reserve at a subsequent date (by which 


1 Maintenance of contact with the trend of world market prices is particularly 
important in countries which are large exporters of primary products. Many of 
these are open systems par excellence, with the value of external trade representing 
a large proportion of the gross national product; and they depend heavily on 
external trade, both for the maintenance of current standards of living and for 
the promotion of economic growth. Moreover, the currencies of many of these 
countries are linked with sterling, or to other major currencies, and the exchange 
rate cannot be altered easily. 

The fear by the participants in the market of the consequences of a loss of 
contact with the trend is a principal reason for the frequent and sharp short- 
period price fluctuations in commodity markets which are so often regarded as 
unnecessary and irrational. Traders are reluctant, or unable, to go against the 
prevailing sentiment (even if they doubt whether it is solidly based) and to back 
their own judgment if it differs from that of the market, since loss of contact with 
the trend might put them out of business. Under the usual stabilisation schemes 
the danger of such a loss of contact is still present, though it takes a different form. 
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time prices have risen greatly), even though the fear of a decline 
had been adduced as a reason for their accumulation. When 
prices are rising over a number of years it is therefore quite likely 
(in the absence of a clear definition of stabilisation, or of the period 
of accumulation) that the producers who received low prices in 
the early part of the period are called upon to surrender a propor- 
tionately large part of their incomes for the creation of reserves 
which may either be accumulated indefinitely, or used to subsidise 
much higher producer prices in face of a possible decline. This 
decline may represent a much smaller proportion of the higher 
prices than the proportion which the producers have to surrender 
at a time of much lower prices. And of course the beneficiaries 
of this process are a group of persons quite different from those 
who have had to make the sacrifice. 

It has been suggested that it is a disadvantage of a scheme such 
as ours that it proposed the prescription of producer prices on the 
basis of a moving average of proceeds (that is ultimately by 
reference to actual market prices) rather than leaving this to the 
discretion of the authorities; and it is argued that the exercise of 
human intelligence is likely to secure better results than a formula 
based on market forces. This type of choice often arises in 
economic policy. The desirable extent of discretion to be granted 
to those in charge depends on one’s political beliefs; the particular 
task in hand; the qualifications and attitudes of those in charge; 
the political maturity of the society; the possible cleavage of 
interest between the administrators and their constituents; the 
political and economic power of the different interests (including 
the access to alternative occupations of those subordinated to the 
authorities); and so forth. But in the case here discussed our 
preference for a clearly defined formula does not rest only, or even 
mainly, on such considerations, important as they are. There 
are at least two other major considerations. First, only with 
such a formula is it possible to secure predictability of the flow of 


1 These considerations are not purely hypothetical. In discussion on the 
price policies of the marketing boards the frequent references to the insufficiency 
of the large reserves, even after years of accumulation, reflect in part a result of 
this particular ambiguity of the concept of stabilisation. The following quotation 
from the Annual Report of the Gold Coast Cocoa Marketing Board for 1950-51 
illustrates the point: “‘ Once again, in view of the increase in the world price of 
cocoa and the consequent increase in the price to the producer, the origirally 
proposed amount for the stabilisation reserve [only part of the total reserves; 
there are various other reserves such as general reserve, general trading reserve, 
etc.] of £50 million is considered inadequate and the present aim is to build up the 
fund to £60 million.’’ A few years earlier the Board has issued a press statement 
to the effect that it wished to establish a stabilisation reserve of £16 million. 








eS eS a ae ee ae 


iL inn 2» 


oem A 





— a & 


_— = 


—S—~ «= 


we 








1954] FLUCTUATIONS IN INCOMES OF PRIMARY PRODUCERS 725 


incomes. Second, such a formula serves to define the object of 
stabilisation. Not only is it desirable to distinguish stabilisation 
from other objectives of policy (as already stated), but it is also 
necessary to decide what is meant by stabilisation since unless it 
is defined it is a purely general omnibus expression capable of 
several conflicting interpretations. A formula such as ours clearly 
defines it as a smoothing of random fluctuations around a trend. 

It is sometimes argued that producers have no inherent right 
to the proceeds of their crops, and that accordingly there is no 
merit in a scheme designed to ensure that they do in fact receive 
them. The suggestion that producers have no right to receive 
the full market prices (especially if these are high) is an ethical 
postulate, which, if desired, can always be realised by means of 
taxation, including the imposition or raising of export duties, but 
which has nothing to do with stabilisation or smoothing. In this 
context an interesting contrast may be noted in the interpreta- 
tion of the stabilisation of incomes of primary producers in ad- 
vanced and under-developed countries. In the former stabilisa- 
tion has come to be interpreted as ensuring that prices or incomes 
must not fall below a certain level; in the latter, that they should 
not rise above a certain level. In advanced countries it provides 
a floor; in under-developed countries a ceiling.* 

Our previous article dealt primarily with local or national 
measures of stabilising prices and incomes, and it therefore 
envisaged discrepancies between local prices and world prices. 
Such measures will affect world market prices if they cover a 
significant proportion of world exports and if the elasticity of 
supply for export of these commodities is appreciable. They would 
tend to retard the increase in world supplies at a period of rising 
prices, and to slow down their reduction in times of falling prices.” 


1 The practical result of this interpretation of stabilisation in under-developed 
countries is reflected in the new structure of cocoa export duties announced in 
the Gold Coast in August 1954 when this article was in the press. This restricts 
the amount which the Cocoa Board can retain to £180 a ton f.o.b., equal to about 
one-third of the ruling market price. Any excess over this figure is taken in 
export duties. The measure is retrospective to April 1954. The new duty 
restricts the price which the Board can pay to producers to the 1953-54 level of 
72s. a load, equal to £134 a ton, which is again about one-third of the commercial 
value. It was announced that in the Government’s view this is the maximum 
price which producers should receive. This measure is akin to an excess receipts 
tax at a rate of 100% and limits the proceeds of a large proportion of producers 
to about £50 a year or less; see also the note at the end of this article. 

2 It is possible that any tendency to retard the increase of supplies would be 
offset wholly or partly by the encouragement to production resulting from the 
greater predictability in incomes and from the reduction in the risks of specialisa- 
tion; but in any case this would not apply to the maintenance of supplies at a 
time of falling prices. 
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If the elasticity of supply for export were high?! and the 
elasticity of demand low, the effect of the widespread introduction 
of such schemes might be to increase the instability of world 
prices, especially at a time to falling prices.2, The same con- 
siderations apply a fortiori to the operations of the marketing 
boards, which also divorce local from world prices, at any rate 
when world prices are high, and do so for much longer periods and 
to a much greater extent than is envisaged under our scheme. 
These considerations are relevant to the choice of particular | 


values in the formula for particular crops. If a large part of the ) 
total world exports is covered by the scheme, it may be desirable 
to reduce the smoothing element of our formula (7.e., to increase ) 
the first term of our formula relatively to the second), and also ' 
possiblv to reduce the number of years over which surpluses and 
deficits are to balance. In these conditions the stabilising or 
smoothing effect of the scheme is reduced, but so is the likelihood 
of a loss of contact with market prices over a number of years, 


or of de-stabilisation of world market prices by the operation of 
national schemes covering a large part of exportable supplies. 


I 

As has already been emphasised, different values in the ‘ 
formula may be suitable for different types of crop, depending ] 
on such factors as producers’ readiness to respond to changes in : 
market prices, the period of gestation, the danger of a country’s ‘ 
competitive position as a result of loss of contact with the trend r 
in prices and a number of other factors. In a country which has ¢ 
several major export crops the adoption of different values for the r 
formula and/or the absence of any scheme for one or two com- . 

1 [t might, of course, be argued that where the elasticity of supply (especially 
of short-period supply) is high, stabilisation measures are unnecessary, since I 
ready response of supply to changes in price suggests that the adjustment to n 
changed market conditions is not likely to inflict a great strain on producers. I 
But it still may have violer.t effects on the level of other local incomes even if it 
does not inflict hardship on the producers. Also, if the producers whose elasticity P 
of supply is high represent a small part of total supply reaching the world market, c 
prices may still fluctuate widely, and this may bring about changes in capacity d 
not called for by long-period considerations. Of course, in practice stabilisation 
schemes are likely to be introduce 1 whether or not they are strictly speaking k 
necessary or desirable. 

2 In the particular case of West Africa these considerations are comparatively “i 
unimportant. The short-period elasticity of supply of oil-palm produce, ground- js 
nuts and cotton seems to be high, but of these commodities West African supplies = 
are a small proportion of total supplies (including supplies of closely related ca 
commodities). The short-term elasticity of supply of cocoa (of which West 
African supplies are about one-half of total world exports) is low. The long- i 
period elasticity of supply is likely to be substantial, but the rate of new planting T 
is unlikely to be much affected by smoothing over a few years, especially when it us 


is known that reserves would be distributed if prices fell. 
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modities may be useful to enable rough comparisons to be made 
between the effects of different measures of policy.! 

It has been suggested that our scheme would not be adminis- 
tratively feasible. This, of course, is a familiar argument of those 
who do not like a particular measure but find it difficult to advance 
logical grounds against it. Our scheme could be operated per- 
fectly by the present marketing boards, whose operations would 
then differ from the present system only in that their seasonally 
fixed prices would be determined by reference to the formula 
instead of at their own discretion.? So far from being administra- 
tively impossible, such a method of price-fixing would eliminate 
possible conflicts of interest between the boards and their con- 
stituents, and might serve to avoid political complications, while 
making it clear that in fixing prices the boards were neither sub- 
jected to pressure by the British Government, nor influenced by 
t).e desire to strengthen their own position or that of any local 
political party. 

In conclusion we should like to clear up one source of apparent 
misunderstanding about our scheme. It is not, and by its nature 
cannot be, intended to perform any of the functions of insurance. 
Insurance is a method of pooling contributions among the 
members of a group to indemnify any member of the group who 
incurs loss through some accident outside his own control. The 
risks of price fluctuations are not insurable in the accepted sense 
of the term because they do not fulfil the recognised conditions 
necessary before actuarial probabilities can be established: the 
risks cannot be clearly defined, and there are not present a large 
number of separate events which are independent of one another. 
Insurance depends essentially on the fact that only one or a few 
members of the group are likely to suffer accident at any one time. 
If all members were likely to suffer together, there would be no 
possibility of the losses of the unlucky being made good out of the 
contributions of the more fortunate. Our scheme is designed to 
deal with the exactly opposite contingency; that is to say, with 
losses which are common to all members of the group. These 

1 In Nigeria, for instance, marketing boards control five major export crops, 
several of which are produced under closely similar conditions in the same general 
area (palm oil and palm kernels in the south, cotton and groundnuts in the north), 
and comparisons between the operations of different formule or between com- 
modities subject to schemes and those without would yield instructive results. 

2 In our previous article we suggested that the same result could be achieved 
by operating a system of export taxes and subsidies without statutory monopoly. 
This would certainly be administratively much more difficult, and in spite of 
certain attractions might not prove feasible. But none of these difficulties would 
apply to the method indicated in the text. 
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cannot be pooled among the members of the group, for all suffer 
them at the same time. All that can be done is to spread them 
over time, so that contributions set aside in good times help to 
mitigate the losses of the same group when bad times come. So 
far from it being designed to deal with the losses of particular 
individuals, not shared by all, our scheme works better the more 
identical are the experiences of all the members of the group. 
There is, of course, nothing in our scheme which prevents it being 
supplemented by a scheme to protect individuals from the results 
of exceptional misfortune, always provided that the risks are 
separate from those of other members of the scheme, that they 
are not subject to the control of the insured and that the necessary 
data exist for the estimation of their amount and probability. 
But such a scheme would have to be kept entirely separate from 
the one we propose, since it is designed to fulfil an entirely 
different purpose and is subject to entirely different conditions. 


NOTE 

The topics reviewed in Section I covered the major issues raised by Miss Hill 
and Miss Ady. A few remarks on some minor points raised by our critics may be 
in order. 

The use of the marketing boards, that is of organs established to promote the 
interests of producers by price stabilisation, as instruments of compulsory saving 
has important practical disadvantages chiefly by concentrating the burden on 
their own constituents. The burden is borne by producers not only through the 
accumulation of surpluses by the boards, but also through greatly increased 
export duties; the authorities have been encouraged to raise the rates of these 
duties because this could be done merely by diminishing the surpluses of the 
boards without affecting the prices received by producers. The rates of these 
duties are not only much higher than they were before the boards were introduced, 
but they are also far higher than they are on the few non-mineral exports not 
controlled by the boards such as rubber, hides and skins, and timber. On these 
the export duty is generally around 10% of f.o.b. values which is what they had 
been on the controlled commodities before the introduction of statutory marketing. 
At current prices (July 1954) the cocoa export duty in Nigeria is about 45% of the 
f.o.b. value, and represents about 140%, of the price paid to producers, while the 
export duty on rubber produced in the same area of Southern Nigeria is 74% of 
the f.o.b. value, which is almost exactly the rate which applied to cocoa before 
the introduction of statutory marketing. In the Gold Coast the cocoa export 
duty is at present over 40% of the f.o.b. value, representing over 150% of the 
price paid to producers. These figures are of the export duty only, excluding 
the surplus. These burdens are levied on producers with very modest incomes; 
the Nigerian survey mentioned earlier found that in 1951-52 one-half of the 
cocoa farmers surveyed sold 7 ewt. of cocoa or less, and their gross proceeds over 
the season were not more than £50 or £60 at a time when the producer prices were 
the highest on record and about 25% higher than the producer prices in the Gold 
Coast in 1953-54. The producers of other crops have far lower cash incomes still. 
By contrast the urban population is taxed extremely lightly. In the Golc Coast 
a salary earner (single man) with an income of £1,000 pays about £15 a year in 
income tax, #.e., 14%. The exemption limit is around £250. The dispro- 
portionate burden on the producers of export crops is also clear from the following 
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information. In 1953 gross government capital formation in the Gold Coast 
was £16 million. In 1952-53 the Cocoa Board’s surplus and the cocoa export 
duty together exceeded £20 million, and in 1953-54 they will almost certainly 
exceed £50 million. 

The concentration of the burden on these producers is one result of introducing 
compulsory saving as a by-product of stabilisation, and thus not integrating it 
with the tax structure. Quite apart from considerations of equity, this retards 
economic growth and the spread of the money economy. It is a risk of com- 
pulsory saving that while it increases the proportion of saving out of a given 
income it might retard the growth of income in various ways, especially by 
discouraging the extension of agricultural production for the market on the 
extensive margin of cultivation. This is particularly likely to happen in West 
African conditions and under the arrangements in force there. A failure to 
distinguish this aim of policy from stabilisation also obscures the process of 
compulsory saving, which is not brought home even to the educated members of 
the community, a disadvantage in these countries where a spread of understand- 
ing of these issues is to be desired. Thus it is a matter of substance and not 
purely a formal consideration that compulsory saving should be effected through 
the budget and not through the marketing boards. 

Miss Ady is not correct in saying (pp. 605-6) that we had in mind a rise in 
internal retail prices when we said that the terms of trade of producers had been 
depressed by the operations of the marketing boards. What we had in mind, and 
stated explicitly, was that producers have had to buy imported merchandise at 
open-market prices while they had to sell their products at prices far below com- 
mercial values. This adverse effect on the terms of trade of producers was an 
important incidental result of the accumulation of surpluses, and does not require 
any esoteric explanation. Some details of terms of trade of producers compared 
with 1935-37 will be found in a paper in the Journal of the Royal Statistical Society, 
1954, Part I. 

Miss Ady argues (p. 603) that the frequent weekly or even daily fluctuations 
in prices before the war were a principal cause of peasant indebtedness, and 
apparently a principal factor enabling middlemen to exploit the peasants. It is 
not clear how this is relevant to the accumulation of large surpluses year by year 
amounting to tens of millions of pounds. Moreover, as entry into small-scale 
produce buying is remarkably easy, and there was intense competition among 
these intermediaries before the war, it is not clear how the intermediaries couid 
have secured excessive margins at the expense of producers. This is not to say 
that the elimination of day-to-day fluctuations has not had real advantages; but 
it can neither be adduced in support of the accumulation of surpluses, nor is it 
relevant to Miss Ady’s criticism of our paper. 

Miss Ady suggests (p. 589) that the unfavourable selling results of the market- 
ing boards other than the Cocoa Boards were the results of unsuccessful forward 
contracts entered into before the Korean boom. The most unfavourable results 
relate chiefly to the operations of the West African Produce Control Board, which 
secured much lower prices from the Ministry of Food than was paid by that 
organisation to other bulk suppliers of the same, or closely related, products, 
selling on otherwise similar terms of delivery. Information on this subject is 
presented in the article in the Journal of the Royal Statistical Society. 


P. T. Baver 
Gonville and Caius College, 
Cambridge. 
F. W. Patsu 
London School of Economics 
and Political Science. 
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FLUCTUATIONS IN INCOMES OF PRIMARY 
PRODUCERS: FURTHER COMMENT 


Two articles on this subject 1 in earlier issues may have suffered 
to some extent from the drawback of having had to use in their 
arguments overall quantities. Some of the problems dealt with 
could be made clearer by a more detailed break-down of the 
statistics used. Though the first article made reference to certain 
other crops, both articles used Gold Coast cocoa as the main 
example. I shall restrict myself to the latter. 


CocoA FARMERS AND THEIR INCOME 


The Gold Coast census of 1948 found some 150,000 males 
engaged in cocoa growing, or 11-5% of the estimated total em- 
ployable males. The census commissioner estimated, on the 
basis of related samples, that some 64,000 females would also be 
so employed. The addition of 1,367 males employed in cocoa 
marketing gave a total of under 220,000 people directly connected 
with the cocoa “ industry.”’ Approached from a different angle, 
some 180,000 persons described themselves as “ owners, part- 
owners, or tenants’’ of cocoa farms, the census commissioner 
estimating (possibly as a remainder term) that there were in 
addition some 35,000-40,000 employees. There were thus in 
1948 some 220,000 persons of both sexes connected with the cocoa 
industry, compared to a Gold Coast total for both sexes of some 
2,300,000 ‘‘ aged 16 or over.” 

When the fact is kept in mind that, out of a total estimated 
national income in 1951 of some £150 million,? over £50 million 
was attributable to cocoa, and that many cocoa farmers have also 
other sources of revenue, such as food farming or forestry, the 
cocoa farmers as a group could be fairly described, from the point 
of view of income, as the “upper tenth” of the Gold Coast 
population. Their description as “‘ small peasant farmers ”’ thus 
tends to give a wrong impression of their position in the Gold 
Coast economy as well as in the Gold Coast’s social structure : 

1“ The Reduction of Fluctuations in the Incomes of Primary Producers,” 
P. T. Bauer and F. W. Paish, Economic JouRNAL, December 1952. 

“Fluctuations in Incomes of Primary Producers: A Comment,” P. Ady, 
Economic JOURNAL, September 1953. 

2 Cf, “* Report on Financial and Physical Problems of Development in the Gold 


Coast,’’ D. Seer. and C. R. Ross (July 1952), p. 4: Estimated national income 
£152 million, value of cocoa crop £56 million. 
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they should not be compared with people in the same income groups 
in the United Kingdom, but with the rest of the population of the 
Gold Coast. The cocoa farmers themselves, though naturally 
very keen on getting a higher share of the cocoa money than that 
left to them by taxation and by the price-fixing arrangements of 
the Cocoa Marketing Board, are the first to admit that even so 
they are much better off than any of the other major occupational 
groups in the Gold Coast. They are also fully aware of the fact— 
and so is everybody else in this country—that their high present- 
day income is, on the whole, not due to greater initiative, or to 
harder work than the rest of the population, but is mainly 
the result of a combination of greatly increased world demand, 
and of favourable climatic and soil factors for which they cannot 
claim much credit, except of having ancestors who settled in 
the right regions. As a matter of “ justice’ between groups, 
they are therefore, on the whole, ready to accept the idea of a 
redistribution of some of their group’s ‘‘ monopolistic ” * earnings 
among the other nine-tenths of the population. 

Such a redistribution, in a closed economy, could well be left 
to the normal forces of competition. In an economy like that of 
the Gold Coast, in which the cocoa farmers have on the whole 
little economic intercourse with the rest of the population, selling 
their product abroad and getting most of their purchases (including 
even meat on the hoof) also from abroad, the economic fortunes 
of the cocoa growers leave the rest of the population relatively 
undisturbed—except, in a negative fashion, when the cocoa 
farmers come in as direct competitors for scarce imported products. 
(Though some cocoa farmers may have been turning away from 
food production during the last few years, buying their food in 
the market, there still seem to be comparatively few local products 
purchased by the cocoa-farming community as a whole.) A 
higher income for cocoa growers will thus certainly not tend to 
be automatically redistributed among the rest of the population 
(at least not in the short run). If, therefore, some redistribution 
is considered to be fair, it is also obvious that it could be under- 

1 Prices per load of 60 lb. (weighted yearly averages) paid to producers from 
1926/27 to 1953/54 have been: 27/2, 27/6, 20/4, 18/2; 10/6, 10/3, 9/11, 7/6, 8/7, 
9/8, 20/6, 7/6, 7/10, 8/4; 7/-, 7/10, 6/11, 7/3, 11/9, 14/6, 27/6, 40/-, 65/-, 45/-; 
70/-, 80/-, 70/-, 72/-. For 1952/53 the weighted yearly average price was 


=O} 


actually slightly lower than 70/—, 72/- having been paid for first-grade mid-crop 
cocoa and 68/- for second grade. The difference is in practice insignificant. 

The world market price over the last ten years has, of course, been even higher, 
sometimes averaging double the price paid to producers. 
2 ** Monopolistic ” in so far as they are in possession, as a 
below), of fixed resources of soil and climate. 


‘ 


‘group ”’ (but see 
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taken only through a conscious intervention by some agency 
generally agreed upon. Such an agency could in practice only 
be a Government agency, whether direct, such as through the 
Government budget (via taxation and budgetary expenditure) or 
indirect, as (possibly) via a Government-managed Cocoa Marketing 
Board. 

There did not seem to be any objection to the idea of some 
redistribution of cocoa money in either of the two articles under 
discussion, but the first article took strong objection to the actual 
proportion withheld from the farmers, which it considered much 
too high, while the second seemed ready to defend the past, at 
least as far as the Cocoa Marketing Board funds were concerned, 
on the basis that they were not taxation, but could and would 
be used for the benefit of the farmers themselves. A more detailed 
analysis of the figures might make the problem in both cases a 
little clearer. The first article seemed to be making three points 
in favour of its thesis that too much money had been taken from 
the farmers: (a) that it was unjust; (b) that the high rate of 
taxation must obviously and necessarily lead to a restriction of 
output; and (c) that the farmers could have put the funds to 
much better use themselves than could be done by the Government 
acting on behalf of the whole community. 

The first argument, which held that the small peasant farmers 
are being subjected, through various devices, to “‘rates of taxation” 
which apply only to people in the super-tax group in the United 
Kingdom is quite correct as far as it goes, but from the data given 
above it can be seen that the cocoa farmers, as a group, and within 
the framework of Gold Coast conditions, are the equivalent of the 
super-tax group in the United Kingdom. They could even be 
said (if additional “‘ insults’ were needed) to be in the rent- 
earning land-owning class, whose large incomes as compared to 
the rest of the population are mainly due to the play of inheritance. 
(This does not hold throughout, as there has been a fair amount of 
movement of people towards potential cocoa-producing regions.) 
On the whole, therefore, if high rates of taxations are acceptable 
in a community, taxation of the cocoa-farming group at super-tax 
rates is no more to be condemned than that of the high-income 
groups in the United Kingdom.} 

1 There is one type of argument against such a group approach which I 
consider valid: the fact that the cocoa farmers’ group is not a homogeneous 
entity, but made up of units whose individual incomes are probably highly 
varied and variable. I shall be discussing this point at greater length later on. 


May I simply mention here that, if the “ group ” idea is accepted (as seems to have 
been done in both previous articles), the arguments in favour of treating the 
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As far as the second argument, that of output-restriction, is 
concerned, the evidence in existence certainly does not seem to 
endorse it. Below (Tables I and II) are detailed, as well as 
percentage, data concerning output of cocoa by regions from 
1939/40 to 1952/53. As can be seen, there has been a very rapid 
increase in cocoa output in the “new” regions of Ashanti and 
Trans-Volta. As it takes a cocoa tree five to seven years before 


‘ 


TABLE I 
Cocoa Production, Gold Coast, by Regions (in Tons) 








Crop Year. | Ash. | WwW. C.P. | E.P. | T.V. | Total. 
1939/40 73,780 10,396 34,843 105,548 17,216 241,743 
1940/41 82,290 8,332 28,906 100,757 16,706 236,991 
194] /42 89,572 9,079 32,509 101,608 17,952 250,720 
1942/43 72,029 7,222 24,124 87,202 16,772 207,349 
1943/44 78,155 5,482 23,758 73,867 14,813 196,075 
1944/45 91,324 8,164 33,594 76,998 18,649 228,729 
1945/46 94,854 9,562 25,481 64,782 14,616 209,393 
1946/47 79,606 9,956 34,195 52,158 16,201 192,116 


1947/48 105,935 11,243 24,890 45,531 19,960 207,559 
1948 /49 125,866 15,162 44,093 66,793 26,458 278,372 
1949/50 116,016 14,044 39,107 54,435 24,229 247,831 
1950/51 122,667 16,613 42,161 56,147 24,635 262,223 
1951/52 97,669 11,773 30,068 47,585 23,568 210,663 
1952/53 118,297 12,391 38,138 50,247 27,909 246,982 


| 























Note 1: Crop year runs from October 1 to September 30. 

Note 2: Ash = Ashanti. W.P. = Western Province. C.P. = Central 
Province. E.P. = Eastern Province. T.V. = Trans-Volta. 

Note 3: All cocoa production figures have been compiled from Cocoa Market- 
ing Board returns. 


it starts bearing and two to four more years to yield a full crop, 
it can be easily seen that this increase in the new regions is the 
result of plantings at a time when cocoa payments to farmers 
were some eight to ten times lower than to-day. If the total for 
the country has remained more or less stationary, it has been due 
entirely to the wholesale ravages of swollen shoot, which has very 
badly affected the richest and, in the past, the most productive 
region of all, that of the Eastern Province, and has at the same 





cocoa farmers? group as being in the “ sur-tax ”’ range could be said to be actually 
stronger than I have chosen to make them in the text. The wage-earning labour 
on the cocoa farms, normally immigrant labour, as well as a good proportion 
of the so-called tenants, who often are simply disguised immigrant labour, are 
certainly not earning at the same rate as the cocoa farmers. Companies purchas- 
ing cocoa in the bush estimate the total number of actual farmers at not more than 
60,000-80,000, though I have found it difficult to check on such estimates. This 
would give an average yearly gross income “ before tax ” of some £700-£800 per 
farmer, which, taking the Seers—Ross estimate of national income in 1951 as valid, 
is more than fifteen times the average cash income per head for the rest of the 
adult population. 
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time nullified some of the expansion in the other regions, especially 
in the Central Province. 

An additional, but less direct, refutation of the second argu- 
ment could also be provided by the fact that, for the cocoa- 
growing group as a whole, the actual average yearly cash income 


TABLE II 


Regional Cocoa Production, Gold Coast, as Perceniage of 
Total Production 














| Ash | we. | cp. | EP. | Tv. | Total. 
1939/40 30 | 4 15 44 7 +| 100 
1940/41 35 4 12 42 , | 100 
1941/42 36 | 4 13 41 7 | 100 
1942/43 35 4 12 42 8 | 100 
1943/44 40 | 3 12 39 8 | 100 
1944/45 40 4 15 34 8 | 100 
1945/46 45 | 5 12 ee 100 
1946/47 41 5 18 27 | 8 | 100 
1947/48 51 | § 12 22 | 10 | 100 
1948/49 45 | 6 16 24 | 10 | 100 
1949/50 47 | 6 16 22 | 10 | 100 
1950/51 47 | 6 14 {| 22 | 9 | 100 
1951/52 | 46 6 14 | 23 | IW | 100 
1952/53 48 | 5 6 | 2 | MW | 106 








Note.—Percentages having been rounded off to the nearest unit, the total does 
not always add up to 100. 


(after taxation and Cocoa Marketing Board retentions) has been 
in the region of some £150 per active adult participant, whereas 
for the rest of the farming community (taking the Seers—Ross 
estimates as a guide) it could not have been more than about 
£30-40. Cocoa growers would thus hardly leave their present 
work for other types of farming—and in practice they never do. 
Nor would wage-earning be much more attractive to them, as 
wages normally range between 4s. 6d. for unskilled to 9s. for skilled 
workers per day, giving yearly earnings, for full-time employment, 
of between £80 and £160; some of this must be used for payment 
for lodgings, which farmers do not have to incur, and for much 
of the food normally grown by every farmer for himself. The 
fact that, in addition, the farmer enjoys very long periods of 
leisure, whereas a wage-earner will have to work steadily through- 
out the year to ensure such earnings, makes the change even less 
attractive. In actual fact it is well known, though no accurate 
statistics actually exist, that almost all paid labour, including even 
that working on cocoa farms, comes from outside the cocoa- 
growing area, to a large extent from the Northern Territories or 
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from French West Africa.1_ There is no doubt that to-day, in the 
Gold Coast, the equivalent of the rich uncle from America is the 
uncle who owns a cocoa farm. 

The third argument, put forward in the first article and chal- 
lenged in the second, that the cocoa farmers are the best judges 
of the use of the cocoa money, is a much more complex one. Not 
only does it raise questions of interpersonal comparisons of utility 
(cocoa farmers v. the rest of the population), of the best relation- 
ship between immediate and postponed consumption (cocoa 
farmers have so far used the money for consumption goods, the 
Government uses much of it for public investments), of the whole 
concept of the welfare state in the context of an under-developed 
community (how much education, public health services, etc., 
should be provided by the state), but it also leads to problems of 
a more definitely political character, as it raises (as shown below) 
the question of the most appropriate social-economic structure of 
a politically organised society. There is not even a commonly 
agreed basis yet in economic thinking for the discussion of such 
problems. If I shall pick out some relevant facts or express 
certain opinions in connection with them, it will only be in an 
attempt to put such facts a little more into what I feel might be 
a better perspective. 

To discuss the most appropriate way of allocating the increased 
current cocoa income it is useful to have a look at what has been 
happening in the immediate past. The large increase in the per- 
sonal incomes of the Gold Coast population since the war has been 
almost entirely used so far (except for institutional spending) on 
consumption expenditure. The imports of Food, Drink and 
Tobacco have thus increased from £1-9 million in 1946 to £13-6 
million in 1952, with Food and Drink increasing nearly ten times. 
Imported cloths (grey, white, printed, dyed and coloured cottons, 
and artificial silks) have jumped from £3-1 million in 1946 to 
£11-7 million in 1952. On the other hand, most of the increase 
in the import of building materials and of industrial equipment 
(cement, ¢.g., going up from £0-4 million to £1-8 million) seems to 
have been due to increased activities by the Government or by 
the large, almost all foreign-owned, firms. There is thus a prima 
facie corroboration of the argument put forward, or accepted, in 


1 South-bound persons using the Volta ferries between April 1, 1952 and 
March 31, 1953, totalled 391,609, of which 156,939 are stated to have come from 
French Territories. It is generally accepted that the majority of such crossings 
are by seasonal migrant labourers, and that, in addition, many may be crossing by 
canoe. 
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both previous articles, that no saving, in the sense of investment- 
saving, can be expected from the farmers, even though their in- 
come is greatly increased. The first article concluded that it 
would all the same be better if farmers were allowed to consume 
their own product, the second that the money should be used for 
investment on their behalf. 

This reluctance to rely on farmers to provide the investment 
funds and promote the actual investment necessary for the 
development of the country to a different level of activity from 
the present, rudimentary agricultural, one, is very strong and, as 
shown above, actual facts and statistics scem to back it. But 
something can be said against this view. From extensive travel- 
ling and discussions in many parts of the country, there is no 
doubt in my mind that the population is taking a rapidly increas- 
ing interest in the possibilities of investment in productive 
equipment. Small power mills are already covering the country 
from end to end, so much so that some concern is already being 
expressed at the loss of nutritional value of the grain thus treated. 
Lorries, the yearly import of which has grown from 492, worth 
£0-2 million in 1946, to 2,987, worth £2-2 million in 1952,! are 
largely owned by African owner-drivers, with a marked tendency 
towards the building up of small fleets by the more efficient 
among them. ‘Timber-sawiny equipment, though sometimes not 
very efficiently ordered or utilised, is all the same being increas- 
ingly used by African entrepreneurs. And during the last year 
or two there has been a rapidly increasing tendency towards the 
building of new “ modern ”’ houses throughout the whole of the 
richer farming regions. It is difficult not to feel that this attitude 
will have a snowballing effect. Even though increased money for 
cocoa farmers has, in the past, meant larger imports of consump- 
tion goods and comparatively little increase in investment, this 
need not hold good for the future. 

The argument can be even further strengthened. So far I 
have discussed the cocoa farmers’ group as if it were a homo- 
geneous entity, with an “ average ” income holding good through- 
out the group. In fact, whatever evidence there is seems to 
indicate that there is already some accumulation of capital in 
the hands of a rising farming ‘“‘ middle class,” with incomes com- 
parable in some cases to those of nineteenth-century English 
merchants. Thus our problem could be said to shift from an 

1 The total for French West Africa for 1952 was 3,816 lorries. French West 


Africa has a population four times, and an area twenty times, that of the Gold 
Coast. 
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economic one towards one of political doctrine: ought the Gold 
Coast to tend towards an egalitarian society where the Govern- 
ment (or foreign firms) will be the only owners of capital sufficient 
for large-scale development in the industrial or trading field, or 
should it move towards a society with a strong bourgeois element, 
with all the drawbacks such an element might present, but also 
with all its qualities of vigour and initiative? The present 
Government, and many of the intellectuals in the country, nur- 
tured on theoretical socialism, have definitely inclined towards 
the first solution—at least in theory. In practice, the first 
solution requires the existence of a numerous, well-trained, staff 
on which the Government can put the burden of a Government- 
directed economic development. Such staff could to-day only 
be found abroad, and would be extremely expensive if at all 
available. The reports from the various Ministries are already 
extremely gloomy, even concerning the maintenance of a minimum 
nucleus which would allow them to continue the most essential 
of to-day’s services. The establishment of a ‘“ Gold Coast” 
Civil Service, separated from the rest of the colonial Civil Service, 
has led to a rapid diminution of applications from abroad for 
new appointments, and it will take many years before the 
training schemes now being developed within the country itself 
could provide even a dribble of local technical staff. However 
socialistic in theory, the Gold Coast Government is already 
seeing itself driven towards encouraging more and more the de- 
velopment of private initiative, as opposed to Government or 
Government-sponsored enterprises, in the field of productive 
investments within the country. The simplest and healthiest way 
towards such an objective might well be to allow an accumulation 
of capital in the hands of a fairly large number of local people. 
Looked at from this, long-range, point of view, our previous 
question of whether that minority of the Gold Coast population, 
the “ cocoa farmers,”’ should be allowed to retain a much higher 
percentage of the cocoa income than before, may well be given 
a positive reply, agreeing thus with the conclusions put forward in 
the first article, though for different reasons. 


Tue Cocoa MARKETING Boarp 


The main positive 1 reason for the establishment of the Cocoa 
Marketing Board has been to ensure short-term, “ seasonal,” 
price stability for the farmers. All the same, even to-day the 
so-called ‘‘ fixed ’’ price varies for individual farmers according to 


So 8 ot ” 


1 The negative reason was to counteract the buyers’ “ ring. 
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the differential advantages, including slightly better prices, or 
advances on next year’s harvest, made to them by competing 
brokers who are working “in the bush” on behalf of the com- 
panies which themselves act as agents for the Cocoa Marketing 
Board. Such variations are comparatively small, but the bar- 
gaining principle is .one the less definitely in existence throughout 
the cocoa-buying field. The “ fixed’? Cocoa Marketing Board 
price is thus in reality a minimum price. It has therefore been 
suggested that the elimination of the Cocoa Marketing Board, 
the re-establishment of free competition in buying and the 
guaranteeing of a minimum price, which would limit the down- 
ward price fluctuations during the season, could be a possible 
alternative solution which would only extend an existing tendency. 
The Government could get its share of income in the same way as 
before, namely through an export tax, with the added advantage 
to the Government that the tax, being now imposed directly on 
the exporting firms, and not on the “ farmers ”’ through the Cocoa 
Marketing Board, might meet with less political antagonism. The 
tax could thus, if thought desirable, be increased appreciably, 
taking over some of the present-day inflow into Cocoa Marketing 
Board funds. Though such a scheme looks attractive, there are 
difficulties in the way of its implementation : the buyers’ “ ring ” 
of 1937/38 has still not been forgotten by the farmers or by the 
country, and any move which might make the re-establishment of 
such a “‘ ring’ possible would be looked upon with deep suspicion. 
The Cocoa Marketing Board monopoly, though (together with 
Government taxation) depriving the farmers of up to half the 
world price for cocoa, and thus coming from time to time under 
fierce criticism from them, meets all the same with their general 
approval, because it guarantees that the big, and foreign, firms 
will not be victimising them or making undue profits out of them 
by rigging the market. No promise of “ good behaviour” on 
the part of the firms could at present eradicate such a deep-seated 
suspicion, and it would need an extremely careful plan to ensure 
both that the firms would not exploit the individual farmers and 
that the farmers should believe that no such possibility exists. 
At present, therefore, whether a return to an entirely competitive 
buying market is economically desirable or not, it is politically 
and psychologically still not feasible. With an expansion of 
co-operative and similar, “ non-commercial,’ marketing, which 
could provide a check, obvious to all, on the behaviour of com- 
mercial firms, the whole position of the Cocoa Marketing Board 
could be again discussed and possibly revised in the future. 
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Any system of free marketing then established would have to 
be not only both acceptable and enforceable, but would also have 
to fulfil the functions of a futures’ market by taking the risks 
of seasonal price variations off the farmers’ shoulders. 

Meanwhile, the Cocoa Marketing Board will have to continue 
to exercise its present-day functions of sole ultimate purchaser, 
and seller abroad, of Gold Coast cocoa. But in so doing, it 
should not attempt to include in its policy either an income or 
a long-period price stabilisation arrangement. A _ real-income 
stabilisation is in any case, as pointed out in the first article, 
quite unattainable, and a money-income stabilisation would put 
the cocoa farmers’ group in the invidious position of being 
favoured as compared to the rest of the community in times of 
decreasing consumer-goods prices, and penalised in the opposite 
case. Though some economic reasons can always be adduced in 
favour of any policy, it would be difficult to show convincingly 
and conclusively why one-tenth of the population should be 
singled out to have its income stabilised. Much more important, 
the whole problem of a “ group” stability begs the question. 
From Table III it can be seen that output in every region has 
varied considerably from year to year, and sometimes in the 
opposite direction from the total Gold Coast output. 




















TaBsxeE III 
Gold Coast Cocoa Output Variations, by Regions 
Crop Year. | Ash. | WP. | OP. | EP. | Tv. | Total. 
1939/40 100 100 | 100 | 100 | 100 | 100 
1940/41 111 8 | 83 | 96 | 97 | 98 
1941/42 109 109 =| wl | 101 108 | 106 
1942/43 81 80 74 | 86 | 93 | 83 
1943/44 109 76 98 | 85 88 | 95 
1944/45 117 149 141 | 104 | 126 | 116 
1945/46 104 117 | 7 | 8 | 78 | 109 
1946/47 84 104 | 134 | 81 | an | 92 
1947/48 133 _—= i St « 123 | 108 
1948/49 119 135 177, «| ~—s«147 133 | 134 
1949/50 92 93 | 89 | 82 92 | 89 
1950/51 106 118 | 108 103 | 102 106 
1951/52 | 80 | 71 71 | 85 96 80 
1952/53 121 | 106 | 127 | #106 | 118 117 


| 
' | 





Note.—The table gives the output for each year as a percentage of the output 
of the previous year with 1939/40 as basis. 


A break-down by sub-areas of the figures for the Central 
Province, where there has been the smallest change in the number 
of farms in production, has been made in Table IV for two sets 
of succeeding years in which total crop changes have been com- 
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TaBLE IV 
Purchases by Firms, Central Province (in Tons) 
7 | | 
1 2 | 2 98% | 3 | 4 |; 4as% 

1940/41. |1941/42.| of 1. |1942/43. |1943/44. | of 3. 

1. Twifu ; 574 971 | 169 600 | 1,157 | 193 
2. Foso and North. | 1,117 | 1,725 | 154 830 887 | 107 
3. Oda and North . | 3,204 | 5,704 | 178 3,894 | 4,180 | 107 
4, South of Oda .| 2,234 | 2,175 97 1,965 | 1,802 92 
5. Cape Coast . | 2,691 | 2,860 | 106 1,774 | 2,002 | 113 
6. Saltpond . . | 4,177 | 3,774 90 2,781 | 2,594 93 
7. Swedru Town .| 7,544 | 7,107 94 1,238 | 1,325 | 107 
8. » East .| 3,159 | 2,420 77 3,456 | 3,213 93 
9. » North .| 3,279] 5,112 | 156 6,133 | 5,483 89 
10. » West . 927 595 64 1,453 | 1,109 76 
Total . . | 28,906 | 82,443 | 111 | 24,124 | 23,752 | 98 





Note.—There is a slight discrepancy between the above totals and those in 
Table I, sources being different. 
paratively small. Even so, it can be seen at a glance that varia- 
tions between the various sub-areas have been large. 

It can only be expected that, by the law of averages, the 
variations for individual farmers within each region and sub-area 
should have been even bigger. The Paish—Bauer formula (or 
any other similar formula) might attempt to deal with a price- 
quantity variation for the whole country, but who could possibly 
be expected to apply such formule separately for every individual 
farmer? And unless that is done, the idea that such formule 
will ensure “ stable’ payments to “ farmers,’ to cushion them 
against the effects of uncontrollable price and output vagaries, 
becomes an illusion. The illusion is only shown to be greater 
if the constant geographical shift of production is taken into 
account: should a farmer whose farm has come into production 
for the first time be paid nothing so as to “ stabilise ” his income, 
and should the farmer whose farm has been killed by swollen 
shoot be paid his pre-swollen shoot income for ever after? And 
if it should be thought desirable to attempt to give a fair solution 
to such cases (and from Tables I and II it can be seen that they 
might involve a large proportion of cocoa farmers at present) could 
there be any practical way of working out, within a continuously 
shifting group, an income-stabilisation formula for the individual 
farmer, who is the entity which counts, and not for that vague and 
meaningless group, “the cocoa-farmers,” which is, in such a 
context, simply another case of misplaced concreteness ? 

A long-term price-stabilisation policy would not be much 
easier to implement than an income-stabilisation one, if price 
stabilisation is taken to mean what it should imply, namely an 














1954] INCOMES OF PRIMARY PRODUCERS : COMMENT 741 


evening out of large-scale fluctuations in the world market price. 
If the world market price itself is comparatively stable, then, of 
course, a price-stabilisation scheme—almost any price-stabilisation 
scheme—will work, but then obviously the “ policy ”’ is trite. Of 
the large-scale changes, one-way changes could not possibly be 
“ evened-out ” by any such scheme. Nor is there any reason for 
such a policy, as it would be not only idle but also unwise to try to 
fight against a persistent trend, upwards or downwards. 

“ Catastrophic ”’ trade-cycle changes, which seem to be the case 
subconsciously kept in mind when arguments in favour of stabilisa- 
tion schemes are put forward, would also be outside the reach of 
a stabilisation scheme in our case. The cocoa income constitutes 
at least one-third of the total individual cash income in the 
country—possibly more. It is possible to subsidise an economic- 
ally small section of the community for a certain period of time, 
but no country can possibly subsidise such an important cash- 
earning group. To imagine that in a time of depression, when 
the whole income of the Gold Coast, as a primary producer, would 
have been cut down drastically, any stabilisation funds in exist- 
ence could be used solely for bolstering up the income of the 
upper tenth, while the rest of the country would meekly look on 
and accept to do without, is to expect too much of human nature. 
Any large accumulated funds could be used at such times (as has 
been argued in the second article) only for the benefit of the country 
as a whole, and not for that of a small part of its population. 

The problem of the already existing funds, nominally ear- 
marked for ‘‘ reimbursement ”’ to the farmers, is thus an acute 
one. Experimental work, leading to improved production, 
eradication of swollen shoot, even certain direct investments, such 
as the building up of a cocoa-carrying fleet of ships directly owned 
by the Board, would only nibble at these huge funds. Nor is it 
feasible to redistribute the money to cocoa farmers, because no 
method could be worked out which would be both fair to 
individuals and economically desirable from the point of view of 
the cocoa industry. The contributions to the Board’s funds have 
been made over a period of some fourteen years. During this 
time, cocoa production has shifted away from the Eastern Pro- 
vince and into the “new” areas. No record has been kept of 
past ‘‘ contributions ” by individual farmers to the fund. Who 
could the fund be given to? If it were redistributed in proportion 
with present-day individual production, say by doubling or 
trebling to-day’s price to the farmers over the next three or four 
years, which would be the only administratively feasible way, the 
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old farmers, who have suffered heavily from swollen shoot and 
are now largely or completely out of production, would have been 
made to pay with their past ‘‘ earnings ”’ for the increased income 
of the new farmers, who are already enjoying high revenues from 
their plantings in the new areas. To try, on the other hand, to 
pay out cocoa money to the old farmers, who are now out of 
production, would be a hopeless enterprise administratively, not 
much fairer than the previous alternative, and would serve no 
economic purpose as far as the cocoa industry is concerned. 
The idea, therefore, of using the whole of the cocoa fund to the 
direct benefit of the cocoa farmers who contributed to it is, to 
put it mildly, difficult to implement in practice. Nor does the 
present-day system of Governmental “ borrowing” from the 
Cocoa Marketing Board help to solve the problem of the surplus 
funds : it simply postpones the evil day when a decision as to the 
real ownership of the funds will have to be taken. Such a decision 
can only be a political one, taken with the general approval of 
the whole country as well as of the cocoa farmers themselves, and 
the only possible solution, after setting aside certain moderate 
amounts needed for specific purposes, such as those mentioned 
above, will ultimately be to take over the whole remaining funds 
and transform them into a national deve!»pment fund. Such a 
solution would not only be an honest and courageous facing of 
the problem, and put an end to the continuing political embarrass- 
ment the existence of the fund creates, but would also allow the 
Government and the Cocoa Marketing Board, now that some 
longer-term price stability seems to have come to the world market 
for cocoa, to start on their new cocoa taxation and pricing policy 
without the need to look continuously backwards. 

The main functions of the Cocoa Marketing Board should then 
be only of guaranteeing a stable price over one season at a time 
and of ensuring that the collection, transport and selling of cocoa 
take place as efficiently as possible. Its existence, made necessary 
by the deep-seated (and, in the past, justified) distrust by the 
farmers of the large buying companies and their market-rigging 
tendencies, as well as by the absence of any futures’ market which 
could take the risk of general price fluctuations within the 
“‘ season ”’ off the farmers’ shoulders (and such price fluctuations 
are especially violent in the case of cocoa) 1 should not be used 


1 In the neighbouring Ivory Coast, where no seasonal price-stabilisation 
schemes exist, there seems to be a definite tendency of moving away from cocoa 
production, towards cola-production, which has a stable ‘‘local’”’ market through- 
out West Africa. No such tendency exists in the Gold Coast. 
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for other purposes than the above-mentioned. The idea of any 
large accumulations of funds for income, or for long-term price, 
stabilisation purposes is especially to be deprecated, both because 
it is impractical, and because it can give rise, when attempted, 
to difficult economic and political problems. The Cocoa Market- 
ing Board will have to maintain certain reserve funds, over and 
above those needed for its normal duties as outlined above, but 
such funds should not be kept with a view to act as a cushioning 
funds for the farmers, but as a precautionary reserve in case the 
Cocoa Marketing Board’s price, as announced at the beginning 
of the season, could not be met from its sales on the world market. 
The fund would thus simply provide an immediate cover for the 
Cocoa Marketing Board in case of a wrong estimate of the market. 
A cautious policy, as followed in the past, would ensure that a 
series of bad seasons does not leave the Cocoa Marketing Board 
without cover; but in contrast to the past, any excedents should 
be used for increased payments in the succeeding season. Such 
a policy, difficult to implement in a period of rapidly changing 
prices, should be more within the reach of the Cocoa Marketing 
Board to-day. 

Any funds required by the Government from the cocoa 
farmers should be raised directly through taxation, and if the 
Government should think it necessary to mop off “ surplus 
purchasing power” (which, in to-day’s conditions of plentiful 
world supplies, and with the improved landing facilities in the 
Gold Coast, should hardly prove necessary), it should do so 
directly, either through increased taxation or by other govern- 
mental devices, such as voluntary or compulsory loans. It could 
even, if it felt that the farming community would stand such 
treatment, impose an “ excess profits tax,’ which would limit 
payments to farmers to some definite (and stable) price over a 
number of years. But all such measures will have to be taken 
by the Government. I cannot but agree with the authors of the 
first article that it completely falsifies the whole conception be- 
hind the establishment of the Cocoa Marketing Board, and it 
leads to embarrassing situations, to use it for such Governmental 
purposes. 


“e 


B. M. NicuLEscu 
University College of the Gold Coast, 
Achimota. 











INTERNATIONAL INVESTMENT TO-DAY IN THE 
LIGHT OF NINETEENTH-CENTURY EXPERIENCE ! 


To many Americans to-day the problem of international invest- 
ment is doubtless a source of perplexity and even of some irrita- 
tion. Ever since the last world war great expectations have been 
piaced on the export of private American capital as a means of 
bridging the dollar gap as well as financing world economic 
development. In reality, private foreign investment throughout 
the period since 1945 has fluctuated at a low level and without 
any sign at all of an upward trend.? This is most disappointing. 
We suspect that the export of capital from Great Britain was one 
reason why the international economy of the Victorian era did 
not know of a chronic sterling shortage. We recognise, above 
all, that foreign investment was associated during that era with 
a tremendous spurt in world production and trade. There is in 
America a feeling of nostalgia for the nineteenth-century environ- 
ment that made this flow of capital possible. The question is: 
why can we not re-create that environment ? 

The answer, I submit, must start from the fact that the cir- 
cumstances in which overseas investment, and more especially 
British investment, went on in the nineteenth century (which I 
take to have ended in 1914) were in some ways quite exceptional. 
To realise this is of more than historical interest. So long as the 
peculiar features of that experience are not fully appreciated, 
memories of wonders worked by foreign investment in the past 
can only lead to false hopes and frustration. 

Recent researches have made it possible to estimate 
approximately the percentage share of her national income that 
Britain used to lend abroad. Occasionally one finds the same 
proportions being applied to the present American national 
income as an indication of what the United States could or should 
do. Over the fifty years that preceded the outbreak of the 
First World War, it seems that Great Britain invested overseas 


1 A paper prepared for discussion at the Conference of the Association of 
University Teachers of Economics at Sheffield on January 2, 1954. My thanks 
are due to Mr. David Butt and Sir Donald MacDougall for a number of valuable 
and helpful comments. 

2 Cf. Federal Reserve Bulletin, October 1953, pp. 1039-42. 

















prec. 1954} INTERNATIONAL INVESTMENT 745 


an amount equal to about 4% of her national income. In the 
later part of the period (1905-13) the ratio was as high as 7%. 
If the United States to-day were to devote similar percentage 
port’ons of her national income to the same purposes, she would 
be e ting funds to the tune of $12 billion or, if we apply the 
highez percentage, some $20 billion each year. These figures are 
almost absurdly large and tend to confirm the view that there was 
something unique about Britain’s foreign investment. 

It was unique in that the greater part of it—roughly two- 
thirds—went to the so-called “‘ regions of recent settlement ” : 
the spacious, fertile and virtually empty plains of Canada, the 
United States, Argentina, Australia and other “‘ new ” countries 
in the world’s temperate latitudes. It was unique in that it 
went to these places together with a great migration of about 
60 million people,1 including many trained and enterprising 
persons, from the British Isles as well as Continental Europe. 
The conditions that made this flow of private capital possible do 
not exist to any great extent to-day, and probably cannot be 
re-created. 

It was in the newly settled regions, which received two-thirds 
of the capital exports and practically all the emigrants, that nine- 
teenth-century international investment scored its greatest 
triumphs. The remaining third of British capital exported (or 
more accurately a quarter, since some went to Continental Europe) 
was employed in a different type of area, where its achievements 
were much more dubious: tropical or sub-tropical regions in- 
habited, often densely, by native populations endowed in some 
cases with ancient civilisations of their own. The areas that 
formed a minor field for overseas investment before 1914 are the 
major problem to-day: the truly backward economies, con- 
taining now about two-thirds of the world’s population. The 
empty and newly settled regions, from which international in- 
vestment derived its brilliant general record and reputation, are 
to-day, in per capita income, among the most prosperous countries 
in the world. 

Labour and capital are complementary factors of production, 
and exert a profound attraction on each other. The movement 
of labour to the new regions attracted capital to the same places 
at the same time. And the other way round : the flow of capital 
stimulated the migration of people to these places. To some 
extent, it is true, the parallel movements of capital and labour 


1 This is a gross figure; some of the migrants returned. 
No. 256.—vo.L. LxIVv. 30 
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might plausibly be interpreted as two separate effects of a common 
cause; namely, of the opening-up of the vast reserves of land and 
other natural resources. But the complementary nature of the 
labour and capital movements, based on the complementarity of 
the two factors, is equally plain. Any barrier to the transfer 
of one would have reduced the flow of the other. Labour and 
capital moved along side by side, supporting each other.* 

In the twentieth century the situation is totally different. 
The capital exports from the United States can be viewed rather 
as a substitute for the movement of people. Capital and labour 
are still complementary, and still basically attract one another. 
But as things now are, restricting the movement of labour in 
one direction increases the need, if not the incentive, for capital 
to move in the opposite direction. Cheap labour, instead of 
being allowed to come to the United States to work with American 
capital there, is to some extent supplied with American capital 
abroad (supplied by the American Government as in the years 
since 1945, if not by private profit-seeking investors, as in the 
1920s). The underlying pressure—not necessarily the profit 
motive, but what we might call the global social pressure—is very 
strong for more capital to move out from the United States to 
work with the cheap labour in the world’s backward economies. 
But notice that in this situation, in sharp contrast to the pre- 
dominant nineteenth-century pattern, capital is being urged to 
go out to work with people that have not grown up in a capital- 
minded milieu, and may not be culturally prepared for the use 
of western equipment, methods and techniques. 

With this situation in mind, we can perceive what I think is 
the basic rationale of the present American emphasis on direct 
business investment as a means of financing economic develop- 
ment. The advantages rightly attributed to it are, first. that it 
goes out with American enterprise, tied up with American “ know- 
how,” and, secondly, that it is likely to be productively used, not 
swallowed up—directly or indirectly—by immediate consumption 
in the receiving country. Since, however, in the low-income areas 
the domestic market is small, this type of investment tends in- 
evitably in such areas to concentrate on extractive industries— 
mines, plantations, oil wells—producing raw materials for export 





1 It is interesting to observe that the parallel nature of the two factor move- 
ments shows itself also, according to Professor A. K. Cairncross (Home and Foreign 
Investment, 1870-1913 (Cambridge, 1953), p. 209), in the close agreement with 
which capital exports and emigration from Britain varied from decade to decade 
between 1870 and 1910. 
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mainly to the advanced countries. This is, in effect, the so- 
called ‘‘ colonial ” pattern of foreign investment, of which Ameri- 
can oil operations abroad are now an outstanding example. It 
has its drawbacks as well as its virtues. But, in any event, the 
stress laid—even in the original Point Four programme—on direct 
investments in economically backward countries should not, in 
my opinion, be dismissed as merely a product of conservative 
business ideology; it reflects in part an essential difference in 
the present-day environment of international investment as 
compared with the nineteenth century. 

In the aggregate flow of capital in the nineteenth century, 
the “ colonial” type of venture played a minor role. Looking 
at Britain’s foreign investment portfolio in 1913, we find that, of 
an estimated total of about £3,700 million outstanding at that 
time in nominal value, 30°, was in loans to governments, as much 
as 40%, in railway securities and some 5%, in other public utilities, 
so that no less than three-quarters of the total was in public or 
public-utility investments. The rest includes banking, insurance 
and manufacturing companies, as well as investments directly 
in raw-material extraction. The total should be increased by 
making some allowance (say, £300 million) for private holdings 
and participations not represented by securities listed on the 
London Stock Exchange; but that would make little difference 
to the proportions indicated. It is therefore far from correct to 
assume, as is sometimes done, that the “ colonial’ form of enter- 
prise in the extraction of mineral and plantation products for the 
creditor country was the typical pattern of foreign investment. 
To call it the “ traditional ” pattern might be justified in view of 
its history in earlier centuries. But in the nineteenth century 
its total amount was comparatively small; and what little there 
was of it appears to have been concentrated, as one would expect, 
in colonial and predominantly tropical areas. 

To the new countries, by contrast, capital moved chiefly 
through the medium of securities carrying a fixed return (t.e., 
bonds and preference shares) issued by public authorities and pub- 
lic-utility undertakings. To these countries, it appears, capital 
could safely be sent in the form of relatively untied funds, with a 
good chance that it would remain capital there, because the people 
in these places, having come from Europe themselves, knew what 
to do with capital and how to handle it. Cultural adaptation 
was no problem. 

These countries—the ‘regions of recent settlement” that 
absorbed the bulk of British overseas investment—were offshoots 
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of European civilisation.1 For Britain, or at any rate for Europe 
as a whole, investment in these areas was essentially a process of 
capital widening rather than deepening. Indeed, when Britain 
sent capital out to work with Swedes, Poles, Germans and Italians 
emigrating overseas, she may have done so at the expense of the 
deepening which her own economy is said to have needed in the 
period just before the First World War. But international invest- 
ment in the nineteenth century was, of course, unplanned, and 
was determined by private rather than national advantages. 
French and German activities in Eastern Europe and the Near 
East were an exception in this respect. As Professor Viner has 
remarked, ‘‘the French loans to Russia... bore a close 
resemblance to the programme of military aid to Western Europe 
which we are now embarking on.” 2 

Great Britain’s national advantage, apart from the return flow 
of interest and dividends, seemed to be handsomely served through 
cheaper food and raw materials, though this benefit was shared 
by other importing countries that had made no corresponding 
investments and, besides, as we now realise, was derived in part 
from Raubwirischaft, through soil depletion and erosion in some 
of the rich new plains (for example, in the virgin grasslands of the 
Mississippi valley). 

Production of primary commodities for export to the industrial 
creditor countries is characteristic of the “ colonial’ pattern of 
direct investment in economically backward areas. In the 
regions of recent settlement foreign investment can also be said 
to have been induced essentially by the raw-material needs of 
the industrial centres—especially by Great Britain’s demand for 
the wheat, wool, meat and dairy products, which she decided 
not to try to produce for herself, and which these temperate 
regions were particularly well suited to produce. The capital 
that came into these regions did not, however, enter into primary 
production itself, but was employed above all in building up the 
costly framework of public services, including especially transport, 
which laid the basis for domestic industrial development, as well 

1 The precise composition of this group may give rise to some debate, though 
essentially the line is clear. It takes in Canada, the United States, Australia, 
New Zealand and South Africa. In South America it certainly includes Argen- 
tina and Uruguay, rich farm and grazing lands in temperate latitudes settled 
predominantly by recent immigration from Europe. I would perhaps include also 
the southern tip of Brazil, to which the same description largely applies, and in 
which most of Brazil’s productive capacity, including immigration as well as 
foreign capital, has been concentrated since the middle of the nineteenth century. 


2 “ America’s Aims and the Progress of Underdeveloped Countries,” in Zhe 
Progress of Underdevloped Areas, edited by B. F. Hoselitz (Chicago, 1952), p. 184. 
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as for the production of raw commodities for export. These 
areas are now, and have been for some time, predominantly in- 
dustrial,1 a fact entirely compatible with the large or even 
preponderant share of primary products in their export trade. 

Nineteenth-century foreign investment centered on the rail- 
way—that “great instrument of improvement,” in Lord Dal- 
housie’s phrase. If account is taken not only of railway securities 
but also of the use to which many government loans were put, 
it seems that well over half of Britain’s external investment before 
1914 went into railway construction. The great bulk of this was 
in the newly settled countries. The Indian railways, though 
an important individual item, accounted for less than one-tenth 
of the total of overseas railway securities held by British investors 
in 1914. The United States and the Argentine alone accounted 
for more than half of that total. In the new countries the 
railway was important as a means of migration. The great 
pioneer lines—first in the United States, later in the Argentine 
and elsewhere—were deliberately planned and built in advance 
of current traffic needs; they themselves created the settlement 
and economic growth that eventually led to a full demand for 
their services. 

Although individual promoters sometimes played the most 
conspicuous part, the railways in the new countries were built, 
as a rule, if not directly by governments, at any rate with exten- 
sive government assistance in the form of land grants, subsidies 
and guaranteed returns to the investors. In view of this fact, 
one can safely say that the bulk of international investment in 
the nineteenth century depended on government action in the 
borrowing countries. In French and German capital exports, 
some of which also went to the new world, the proportion of 
government loans and other public investments was even higher 
than in the British case. 

It is true that the transport revolution, to which the cheapen- 
ing of British food imports (especially in the years 1880-1900) 
was largely due, was a matter of steamships as well as railways. 
While railway construction overseas was a major object of inter- 
national financing, British shipbuilding counted almost entirely 
as part of British home investment. Since ship and railway 
building had much the same effects on international trade and the 
terms of trade, the distinction between home and foreign invest- 
ment appears in this case somewhat arbitrary. In the internal 


1 See F. Hilgerdt, Industrialization and Foreign Trade (League of Nations, 
1945), pp. 26, 39 and passim. 
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economic expansion of the new countries, however, the railways 
had, of course, a very special part to play, rather different from 
that of the ships. And so we hear, for example, that “in the 
Argentine, the railway is like a magic talisman: for wherever it 
goes it entirely transforms the economic and productive conditions 
of the country.” 4 

Overseas railway investment became predominant from about 
1870 onwards. But this does not mean that the earlier part of 
the century can be ignored. While the total of foreign investment 
was much smaller then, so was everything else. We should note 
that by 1870 Britain’s overseas assets had already grown to about 
the same order of magnitude as her annual nationalincome. Capi- 
tal imports were a prominent feature in the economic history of 
the United States for many years before the Civil War. 

It is clear that the main flow of capital in the nineteenth 
century was not to the neediest countries with their “ teeming 
millions,” which were indeed neglected, but to sparsely peopled 
areas where conditions for rapid growth along familiar western 
lines were exceptionally favourable. If we were to look round for 
similar opportunities in the twentieth century, I do not know 
where we should find them if not in the further development of 
the same regions of recent settlement ; or else perhaps in Siberia— 
a vast area reputedly rich in natural resources, which may be 
longing for an injection of skilled labour from Europe and capital 
from the United States. 

Once the main facts about the nineteenth-century capital 
flow are set out in something like their true proportions,’ it is 


1 A. B. Martinez and M. Lewandowski, The Argentine in the Twentieth Century 
(London, 1911), p. 108. A statement such as this applies to a type of region with 
the particular physical and human characteristics already noted. It would not 
apply in the same way to a country like India, where, for reasons that cannot be 
entered into, the railway ‘‘ did not give rise to a flood of satellite innovations ”’ 
and “‘ destroyed more employment opportunities [e.g., in traditional village indus- 
tries] than it opened up ” (L. H. Jenks, “ British Experience with Foreign Invest- 
ments,” Journal of Economic History, 1944, Supplement, p. 75). 

2 I have thought it superfluous to give detailed references to the well-known 
sources, such as the works of C. K. Hobson, L. H. Jenks, H. Feis and the Royal 
Institute of International Affairs. Among recent essays and articles that I have 
found useful, the following should be mentioned : N.S. Buchanan, “ International 
Finance,” Survey of Contemporary Economics (Vol. II, ed. by B. F. Haley, 1952); 
P. Hartland, ‘‘ Private Enterprise and International Capital,’’ Canadian Journal 
of Economics and Political Science, February 1953; Sir Arthur Salter, ‘‘ Foreign 
Investment,”’ Essays in International Finance, Princeton University, February 
1951; Brinley Thomas, “‘ Migration and the Rhythm of Economic Growth, 
1830-1913," The Manchester School, September 1951; L. H. Jenks, “ Railroads 
as an Economic Force in American Development,”’ Enterprise and Secular Change 
(ed. by F. C. Lane and J. C. Riemersma, 1953); H. 8. Ferns, “‘ The Establishment 
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curious to see how little they fit in with some pre-conceived no- 
tions that have been widely current. Bernard Shaw, for example, 
in Act I of The Apple Cart, made one of his characters talk about 
England sending her “ capital abroad to places where poverty and 
hardship still exist : in other words, where labour is cheap. We 
live in comfort on the imported profits of that capital.” Consider, 
more seriously, the summary which Mrs. Joan Robinson gives 
(in I'he Rate of Interest and Other Essays, 1952, pp. 157-8) of the 
views of Rosa Luxemburg : 

“The capitalist nations are surrounded by primitive 
economies, each insulated from the others like a nut within 
its shell, waiting to be cracked. The capitalists break open 
a primitive economy and enter into trade with it, whether by 
enticing its inhabitants with commodities they have never 
seen before, by political cunning or by brute force. Now 
exports to the primitives provide an outlet for the product 
of the last batch of capital goods created at home. After a 
little while another nut is broken, a use for more capital is 
thereby found, and so on, as long as the supply of untouched 
primitive economies lasts. . . . When the stock of unbroken 
nuts is exhausted, the capitalist system collapses for want of 
markets.” 

This is one variant of neo-Marxist doctrine and, like others, 
it neglects some crucial facts. No pre-existing markets were 
conquered in the new countries. Markets were created there by 
labour, enterprise and capital all drawn from Europe. In the 
industrially primitive countries markets were and have remained 
unattractive because of mass poverty. Why is it, for example, 
that in the 1920s Canada, Australia and New Zealand, with already 
quite highly developed industries of their own and with a com- 
bined population of only 17-4 millions, imported twice as much 
manufactured goods as India with her 340 million people ? 4 

The American public also, perhaps because it lives in one of 
the new countries itself, does not always appreciate the peculiar 
nature of the nineteenth-century investment experience. Some 
of us are too apt to forget—or to take for granted—all that went 
with it and to assume, from that experience, a “‘ simple equivalence 
of the pace of capital transfer and the pace of development.” ? 





of the British Investment in Argentina,” Inter-American Economic Affairs, 
Autumn 1951; J. F. Rippy, ‘‘ British Investments in Latin America, End of 
1913,” ibid. ; A. H. Imlah, “ British Balance of Payments and Export of Capital, 
1816-1913,’ Economic History Review, 1952 (vol. V, No. 2). 

1 F. Hilgerdt, op. cit., p. 84. 

? Honor Croome, “‘ The Dilemma of Development,” in New Commonwealth, 
November 9, 1953, p. 487. 
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Keynes in 1922 made a remark that is worth recalling: ‘‘ The 
practice of foreign investment, as we know it now, is a very modern 
contrivance, a very unstable one, and only suited to peculiar 
circumstances.” 1 He cautioned against extending it by simple 
analogy to a different set of circumstances. Private foreign 
lending in the 1920s can be viewed in part as a backwash of the 
great momentum which it had gathered before 1914. Was it 
because in Central Europe foreign investment was applied to a 
situation to which it was unsuited that it came to grief there ? 
It might perhaps have worked; Hitler did not give it a chance. 
Yet the fact is that it did not work. 

Will it work, and if so, how wiil it work, in the ‘ under- 
developed” areas of which we hear so much to-day? The 
preceding remarks have all been leading up to this question. 
My purpose here is to present the question, against the back- 
ground of past experience, rather than try to answer it. In the 
time that remains I will only hazard a few brief comments on 
three general topics: direct business investment, public-utility 
investment and governmental grants. 

The assumption I am making here—that it is the low-income 
areas that constitute the main problem of international invest- 
ment in the mid-twentieth century—may be challenged as 
arbitrary and not entirely justified. The most profitable oppor- 
tunities may still be in the “ regions of recent settlement.” But 
having regard to their high income levels, these fortunate regions 
can, in the present discussion, be left to provide, by and large, for 
their own development needs. 

For reasons mentioned earlier, direct investments by American 
business firms—usually financed from corporate reserves rather 
than security issues on the capital market—are thought to be 
particularly well suited to the economically backward countries. 
But they have their shortcomings also. In the life of an indus- 
trially primitive community they are apt to create not only a dual 
economy” but also a dual society, in which conditions for the 
diffusion of western technology may actually be the reverse of 
favourable. Foreign business investment is not always a happy 
form of encounter between different civilisations. Besides, if 
techniques are to be of wide and permanent use, they must be 
adapted to local conditions. The methods of giant corporations, 


1 A Revision of the Treaty, p. 161. 

2 Cf. H. W. Singer, ‘‘ The Distribution of Gains between Investing and 
Borrowing Countries,” American Economic Review, Papers and Proceedings, 
May 1950. 
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whose foreign operations are sometimes only a side-show, are 
often too standardised to favour such adaptation. And so the 
local economy may not get much help from the example they give ; 
the example is often inapplicable. Let us remember that the 
Japanese acquired industrial techniques very effectively before 
they began to receive any substantial foreign business invest- 
ments. Also the technical assistance programmes now in opera- 
tion remind us that there are other ways of spreading technical 
knowledge. 

As a rule, when foreign business enterprise is attracted to 
economically backward areas, it is mainly for the production of 
raw materials for export markets, for the simple reason that the 
domestic market in such areas, even if protected by import 
restrictions, is generally too poor to afford any strong inducement 
to invest. The natural result is a “ colonial’ investment pat- 
tern, open to the familiar criticisms that it tends to promote lop- 
sided rather than “ balanced” growth, and that it makes for 
instability due to high dependence on foreign demand for one or 
two staple products. If this type of direct investment is to take 
place in any considerable volume, it presupposes a long-run pros- 
pect of rapidly expanding demand in the industrial centres for 
the raw materials which it seeks to provide. Despite the fore- 
casts of the Paley Report, there is no firm assurance of such an 
expansion except for certain minerals. Governmental purchase 
agreements alone cannot give this assurance in the absence of 
favourable basic demand conditions. A temporary stimulus 
might be got from the removal of United States tariff protection 
on primary products (such as sugar, copper, wool), but little can 
be hoped for in this direction. 

In the last few years one of the chief economic obstacles to a 
greater flow of business funds to low-income countries has been 
the high level of business profits obtainable at home, from develop- 


1 From the latest comprehensive figures for American direct investments 
(Survey of Current Business, December 1952), it can be seen that of the total 
invested in Canada and Western Europe at the end of 1950, 23% was in extractive 
industries, as much as 60% in manufacturing and trade, 6% in public utilities 
and 11% in miscellaneous activities, including cinemas and other entertainments. 
Of the investments outstanding on the same date in all other countries, which 
with a few exceptions are economically backward, 60% was in extractive indus- 
tries, mostly petroleum and mining, with 20%, 17% and 3% respectively in the 
other groups. This pattern is by no means new. We know that in 1929 only 
one-fifth of total American direct investment was in manufacturing, and 84% 


of this was in Western Europe, Canada, Australia and New Zealand. “ Only to 
a very small extent, therefore, did American direct investments enter into manu- 
facturing for the domestic market in under-developed countries.” (United 


Nations, International Capital Movemenis in the Inter-War Period, 1949, p. 32.) 
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ing American natural resources and catering to the American 
mass market. Conditions may change. It is not inconceivable 
that business investment abroad might greatly increase in the 
future, and that it might bring substantial benefits to the poorer 
countries. Yet, on the whole, it seems unlikely that direct 
investment alone can become anything like an adequate source of 
international finance for economic development. It played, as 
we saw, a minor part in the nineteenth century. Can we rely on 
it to play a major part to-day? I doubt it. 

What is most urgently needed to-day is a revival of the public 
or public-utility type of international investment that used to 
dominate the scene. The International Bank has hardly begun 
to fill the gap left by the disappearance of this type of private 
foreign lending. If the past cannot be reproduced, it is all the 
more imperative to devise a new pattern suited to present needs 
and conditions. Critics have wondered how much of nineteenth- 
century foreign investment would have survived the tests and 
rules laid down by the International Bank. The Bank, being 
dependent on the private capital market for most of its loanable 
funds, inevitably reflects to some extent the attitudes of the 
private investor. And the private American investor is still 
waiting for a change in the weather, and remains unimpressed by 
statistics showing that only 15% of the dollar bonds (not counting 
direct investments) floated in the 1920s by under-developed 
countries—that is, aside from Central Europe—have proved a 
permanent loss. 

It is said that there are not enough productive projects in the 
low-income countries to absorb much more money than is now 
going out. It is pointed out that the Marshall Plan, which 
accustomed the world to the sight of a large dollar outflow, was 
not a plan of new development so much as one of reconstruction, 
in an erea where a solid industrial foundation and the “ know- 
how ” of a skilled population already existed.” 

No doubt this point has considerable force. But if there are 
not enough projects, can we not ask for international technical 
assistance to design them and to draw up the blueprints? Lack 
of basic services, such as transport, power and water supply, is a 
particularly serious bottleneck in the poor countries. Because 


1 Cf. the Gray Report (1950), p. 62. 

2 It will be remembered, however, that some of the Marshall Aid was in effect 
passed on to “‘ under-developed ” countries (especially by way of the United 
Kingdom, whose overall balance was in equilibrium in 1948-49 and in surplus in 
1950). 
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of this the physical environment—quite apart from the obvious 
difficulties arising from the political or social climate—is un- 
favourable to private investment. A large foreign firm producing 
raw materials for export may find it profitable to set up incidental 
facilities such as roads or waterworks, of which the local economy, 
too, can make some use. But the general utility of such things 
often depends in haphazard fashion on the technical features of 
the firm’s main activity. It may be fairly high in the case of a 
railway built by a mining company from the interior of Peru to the 
sea-coast. It is virtually zero in the case of the pipe-line in which 
Arabian oil is pumped to the Mediterranean. 

In the United States a hundred years ago public authorities, 
as well as private promoters, played a leading role in the drive 
for “‘ internal improvements,” financed in part by foreign capital. 
There is no question that ample scope exists for international 
financing of public improvements in the poor countries to-day. 
Until these countries have acquired a skeleton framework of such 
facilities, conditions will not be particularly attractive for the 
more varied and smaller-scale business investments there. Even 
with such basic improvements, of course, the individual business 
investments, domestic as well as foreign, may fail to materialise, 
because of other obstacles. It is conceivable, therefore, that some 
of these public works would turn out to be white elephants. 
But the risk has to be taken; any form of capital investment is, 
in the last analysis, an act of faith. However hard it may be for 
the pioneering spirit that opened up the new countries to apply 
itself to the low-income areas to-day, not much can be achieved 
without that spirit, and no international grganisation concerned 
with development can remain untouched by it. 

Apart from the distribution of the promoter-function, there 
still remains the question of finance. If the profitability of 
American business at home has kept down direct investments 
abroad, a simple comparison of bond yields does not explain why 
“portfolio” lending cannot get started again. However, while 
the private investor has been standing on the side-lines, we may 
have witnessed the beginnings of a system of international grants- 
in-aid and low-interest loans from government funds. The 
reference to the principle of Equal Sacrifice with which Roosevelt 
defended the Lend-Lease programme may some day appear 
significant in retrospect. I need not point to other signs and land- 
marks. Let me just quote a few recent expressions of opinion. 
The man who gave his name to the Marshall Plan, in accepting 
the Nobel peace prize last December, said that it was ‘“ of basic 
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importance to any successful effort towards an enduring peace 
that the more favoured nations should lend assistance in bettering 
the lot of the poorer.” + 

Dr. Herbert Feis, the historian of nineteenth-century foreign 
investment, has expressed himself as follows : 


“A sense of obligation has won its way in the world to the 
effect that a wealthy country has a call of vague dimensions 
to provide means to assist poorer and suffering countries. 
To give free admission to [it] would bankrupt us and demoralise 
others; but to ignore the obligation wholly would be... 
out of accord with the effort in which we are engaged, to 
bring together the nations of the world in peaceful and 
co-operative understanding.” * 


Even if we hesitate to accept the assumption that world peace 
can be bought or that material progress makes for contentment, 
the fact of growing pressures for international income transfers 
must nevertheless be recognised. It may be precisely because the 
problem of international investment is now, unlike what it was 
in the Victorian era, concerned in the main with the backward 
economies that the need for such transfers is felt to arise. 

The difficulties which American trade policy encounters in 
following the British nineteenth-century example might also be 
taken to point to unilateral income transfers as more in accord 
with the underlying situation. With commercial foreign invest- 
ment an adjustment of the trade balance to the return flow o 
interest and dividends cannot normally be long postponed, while 
gifts permit an export suplus indefinitely.* 


1 The Times, December 12, 1953. 

2 “ International Economic Outlook,’’ Proceedings of the Academy of Political 
Science, New York, May 1953, p. 59. 

3 However, I cannot fully share the view that, just because of the growing 
return flow to which it normally gives rise, foreign investment of the orthodox sort 
can be no more than a short-period remedy for international imbalance. When 
in support of this view it is said that the increase in Great Britain’s foreign assets 
from 1880 to 1913 ‘‘ was due wholly to the reinvestment of a part of the income 
derived from earlier investments ” (Salter, op. cit., pp. 9, 53), it seems to me that 
@ somewhat arbitrary causal attribution is made between two items on opposite 
sides of the balance of payments, a procedure always of doubtful validity, and 
particularly so when one of the items represents payments on capital account, 
while the other belongs to the income account. That the individual British 
investor, on the one hand, was under no obligation to reinvest the interest he got 
from abroad is obvious. From the national view-point, on the other hand, all 
one can say is that the British current account, including foreign interest earnings 
as well as earnings from merchandise exports and shipping, showed a surplus, 
which was balanced by the outflow of capital. Britain had an excess of mer- 
chandise imports over exports throughout the period 1880-1913. Yet it is con- 
ceivable that if British foreign lending had come to a complete stop in (say) 
1890, a disequilibrium in the international balance of payments—a “ sterling 
shortage ’’—might have been felt in the succeeding quarter of a century. 
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The idea of international grants-in-aid is essentially a conse- 
quence of the increased gaps in living standards and of the close- 
ness of contact that is creating at the same time an increasingly 
acute awareness of these gaps—a situation without historical prece- 
dent. This awareness is perhaps the most fundamental obstacle 
to the resumption of private international lending. In contrast 
to the position of the backward economies to-day, income per 
head in the principal debtor countries of the nineteenth century— 
the newly settled regions—can never have been far below European 
levels. Interest payments from poor to rich are now, it seems, not 
only basically unwanted by the rich countries but indeed are felt to 
be somehow contrary to the spirit of the age. And although public 
grants (for “ social overhead capital’’) and private foreign lending 
(for more specific investments) can ideally be looked upon as com- 
plementary rather than conflicting sources of finance, it is easy to 
see why in practice the two do not mix at all well. This applies 
not only to grants but also in some degree to international loans 
from government sources. 

Persistent attempts in the United Nations organisation to set 
up a system of international grants under U.N. auspices—from 
the UNEDA proposal of 1948 to the SUNFED report of 1953— 
have foundered on the rocks of American opposition. Yet Ameri- 
can practices and pronouncements alike have kept world expecta- 
tions alive, and this has continued to some extent under the 
Republican administration. Two notable declarations by Presi- 
dent Eisenhower last year attracted wide attention: one was 
the statement in April about “ devoting a substantial percentage 
of the savings achieved by disarmament to a fund for world aid,” 
the other being the so-called “‘ Atom Bank” proposal for the 
international provision of atomic energy for peaceful purposes. 

It must be recognised that international unilateral transfers 
have no necessary connection with the subject of foreign invest- 
ment. ‘They may be for current consumption or for military use. 
Even if they are intended for, or tied to, particular capital 
projects, a net increase in the overall rate of accumulation is not 
always assured. If they are to make an effective contribution to 
economic development, they call for domestic action in the re- 
ceiving countries—fiscal, monetary and other policies designed 
to withhold resources from immediate consumption and to direct 
them into capital formation. 

But once the receiving countries are capable of devising the 
necessary controls for the productive use of outside aid, they 
should be equally capable of using such policies for the mobilisa- 
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tion of potential domestic sources of capital (e.g., skimming off 
resources now absorbed by luxury consumption, making use of 
labour set free from the land through better farm methods or 
recruiting any surplus labour already existing on the land). 
It is far from my intention to suggest that in these circumstances 
foreign aid becomes unnecessary. Yet this consideration does 
shift the emphasis upon the need for domestic policies to ensure 
that in the overall use of resources, domestic as well as external, 
investment is given top priority.1_ Here is the main criterion, 
and a body such as the World Bank has in this respect an even 
more vital role to play in the backward economies than that which 
the E.C.A. and the O.E.E.C. performed under the Marshall Plan. 
These remarks on international grants and their possible uses 
may all be idle speculation, for which, perhaps, I should apologise. 
The practices alluded to may turn out to have been temporary 
devices related to particular emergency conditions. What I have 
said on these controversial matters should have been put in the 
form of questions—and extremely tentative questions at that. 
But they are, I think, questions which a survey of the present 
state of international finance inevitably draws to our attention. 
RaGNAR NURKSE 
Columbia University. 


1 This theme is developed in my Problems of Capital Formation in Under- 
developed Countries (Oxford, 1953). 




















THE POSITION OF ECONOMICS AND ECONOMISTS 
IN THE GOVERNMENT MACHINE 
A COMPARATIVE CRITIQUE OF THE UNITED KINGDOM AND 
THE NETHERLANDS 


Tuat professional economists in government service should 
confine themselves to technique, leaving it to political leaders to set 
the objectives and take the decisions, is easier said than done. 
The border-line between the two roles is blurred: most social 
scientists are possessed of sufficiently strong political views to 
find it almost impossible to keep their impartial analyses genuinely 
impartial. And most economists are so unconfident of the accur- 
acy of their techniques that they are tempted to abdicate not only 
responsibility for value-judgments, but also for final decisions as 
to the technical advice Ministers should receive. Hence the 
relations between government economists and other government 
officials are almost as important a matter for study as the relations 
between officials and economic ministers. Nowadays, in most of 
the world’s capitals, nearly every official fancies himself as an 
economist, and, particularly in this country, nearly every econo- 
mist fancies himself as something of an administrator. 

In a large group of Western European countries, and to some 
extent in the United States, there has been a remarkable similarity 
in the post-war development of relations between government 
economists, other government officials, Ministers and Parliament. 
In Western Europe the similarity is so marked that deterministic 
explanations are strongly indicated. But similarity of tempera- 
ment, educational systems, political institutions and economic 
situation seem not the only factors ; much is evidently attributable 
to the nature and significance of economic science. The develop- 
ment does not necessarily imply a process of evolution towards an 
ideal; one finds repetition (but little conscious copying) of bad 
things as well as good. 

The distinguishing features of this similar development are : 

(1) In all the countries a conscious general economic 
policy from the government, combined with a varying degree 
of direct intervention, in predominantly capitalist economies. 

The nature and scope of these policies have been such that the 

governments have inevitably required much more day-to-day 
advice from professional economists than before the war. 
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(2) The advent of (1) did not, in any of the countries, 
result in a general accession to power by professional econo- 
mists. There was an increasing specialisation in economic 
affairs by officials, some with formal training as economists 
and academic standing, some as “ amateurs.’ In addition, 
each government recognised the need for some central group, 
manned by trained economists recruited largely from the 
universities. Several such organisations were named economic 
planning bureaux, several were given less ambitious titles, but 
the functions of nearly all were essentially advisory rather 
than operational. A feature common to several of the 
countries was the emergence of one man, who as director of 
the central bureau, or as the government’s chief economic 
adviser, exerted a strong personal influence on affairs, some- 
what independently of his staff. 

(3) In all of the countries there is a strong constitutional 
and administrative tradition of Departmental independence. 
Formal responsibility for the new economic policy was there- 
fore morcellated among the various Departments of State, 
in a pattern basically much the same everywhere. In nearly 
all the countries, for example, a strong Ministry of Finance 
continued to be responsible for fiscal policy, budget making, 
internal financial policy and often the balance of payments, 
while the Central Bank, now nationalised to serve the 
broader ends of economic policy, acquired power to ensure 
that the bankers’ point of view prevailed more than ever in 
the counsels of government, particularly in the new field of 
exchange control. The heterogeneous group of responsibilities 
which devolved upon the United Kingdom Board of Trade 
is also recognisable in similar ministries in other capitals, 
often under the name of a Ministry of Economic Affairs. 

This morcellation was bound to present serious problems. 
Much delegation of responsibility was necessary. But all 
economic policy questions, even minor ones, are essentially 
interdependent. Further, the new concepts of macro- 
economic policy—concerning employment, the balance of 
payments, the general level of prices and so forth—had, self- 
evidently to be operated centrally. There was thus a definite 
conflict between traditional administrative desiderata and the 
needs of the newly shouldered economic responsibilities of the 
governments. 

(4) The conflict described in (3) usually resulted in a 
compromise. If a question was “inter-departmental ”’ in the 
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administrative sense, then central intervention (by the central 
economic advisers, or some body such as the United Kingdom 
Central Economic Planning Staff, or both) might occur as a 
matter of right. If, however, a question, though involving the 
entire economy, fell administratively into the sphere of one 
Department only, then central intervention could occur only 
through persuasion, and always with the danger of provoking 
bad feeling. Central economic groups were given a clear field 
in the macro-economic work, but, because of the nature of the 
administrative set-up, much of this was left rather in the air : 
it was unusual, for example, for taxation departments to 
agree to frame their estimates of next year’s revenue on the 
basis of the central economists’ assumptions about income. 

(5) Despite these constitutional and administrative diffi- 
culties, and despite the fallibility of their science, the trained 
economists in central bureaux, in all these countries, succeeded 
nevertheless in exerting some definite influence on policy at 
all levels. Sometimes it appears to the outside observer that 
the major part of their work lay in the preparation and 
publication of annual economic surveys or national budgets, 
but this impression mainly arises from the fact that much 
of their other work was confidential. 


This development has now had some eight years to mature.} 
It does not seem too early, therefore, to begin to ask certain ques- 
tions about the work of these central bureaux : 


(1) What professional methods have been used ? 

(2) How has the work been organised, and what has been 
its scope ? 

(3) What has been its influence ? 


The similarities do not extend to the subjects of these questions. 
In working methods, organisation and results, as well as in impor- 
tant secondary details, there are major variations from country to 
country and major similarities. Thus comparative study should 
be fruitful. 

The present article compares the Centraal Planbureau of the 
Netherlands’ Government ? with the organisation of professional 
economists in Her Majesty’s Treasury, most of whom are con- 

1 In the United Kingdom there was also, of course, an important war-time 
development. 

* One of the reasons for selecting this organisation for study was that it is 
directed by the author of a work on the theory of economic policy (see note 1, 
p. 767 below), and therefore has a prima facie case for investigation as a meeting 


ground of theory and practice. 
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centrated in the Treasury’s “‘ Economic Section.” The article is 
based on information gained during an extended visit to the 
Planbureau 1 and on the author’s personal experience and know- 
ledge of the Treasury. The reader is warned, however, that 
whereas the Dutch officials willingly discuss their methods and 
problems with outside research workers, the Treasury pursues a 
policy of deliberate secretiveness—which its members are bound 
to follow—often extending even to the finer points of socia! 
accounting.? Hence with respect to the descriptive passages 
below which relate to the British side of the comparison, in con- 
trast to those which relate to the Dutch, it was not possible to 
obtain confirmation, or denial, on any points of fact ; some of these 
therefore take the form of deduction or surmise, though to the 
best of the author’s knowledge and belief the account given here 
is reasonably accurate for comparative purposes. Opinions 
expressed are, of course, entirely personal, and none should be 
taken as representing the views of the Ceniraal Planbureau, the 
Netherlands Government, the Treasury, the Economic Section, 
its members or Her (Britannic) Majesty’s Government. 


THe Metuops or Work 


In many matters the methods of Dutch and British govern- 
ment economists are much the same—the methods used by 
economists the world over. One studies the available qualitative 
information; one turns a sharp eye upon the available statistics 
of present situation and past trends; one searches for supple- 
mentary data; one performs a few simple computations; then, 
making liberal use of one’s pre-conceived ideas, one writes one’s 
opinion in a few well-chosen words, illustrated by one or two 
simple, well-chosen tables. More elaborate computations will be 


1 The author is extremely grateful to the Director and many individual mem- 
bers of the staff of the Bureau for giving him a great deal of their time, for pro- 
viding material facilities and for general encouragement. He is also grateful to 
the Governing Body of King’s College, Cambridge, for financial assistance in 
meeting research expenses. 

2 The only available published source is the article, ‘‘ The Recent Uses of 
Social Accounting in the United Kingdom,” by E. F. Jackson, printed in Income 
and Wealth, Series I (Cambridge, 1951), to which extensive reference is made 
below. ‘The article is, however, an unhappy source for the investigator to rely 
upon because: (i) it was apparently written during the summer of 1949, and is 
therefore almost certainly considerably out of date; and (ii) it is prefaced by 4 
footnote reading ‘‘. . . although I am an official, nothing in this paper must be 
taken as expressing the views of the Central Statistical Office or any other part 
of H.M. Government,” a statement whose poignancy is enhanced when it is 
appreciated that the Central Statistical Office is entirely independent of the 
Economic Section. 
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relegated to an appendix, because, however important, they are 
unsuitable pabulum for one’s seniors. In more technical language, 
these methods may be described as a mixture of qualitative and 
quantitative analysis, such as involves only the more elementary 
theoretical concepts and the most elementary statistical methods 
—inspection, simple derived statistics, index numbers and other 
weighted averages, national income arithmetic. These methods 
are used in the Centraal Planbureau of the Netherlands Govern- 
ment in any appropriate work, in particular work concerning 
monetary policy, the problems of particular industries and work 
concerning economic developments in foreign countries. The 
difference between the Hague and Whitehall is that whereas in 
Whitehall these are, as far as is known, the only methods allowed, 
in the Hague there is a consistent attempt to exploit in addition 
the ‘‘ econometric” or statistically “advanced ’”’ methods of modern 
applied economics. 

Simple econometric methods are widely employed by Professor 
Tinbergen’s staff, not only in basic research but also as aids to the 
analysis of current problems of policy. The latter are subjected 
to the discipline of a general-equilibrium macro-economic decision 
model, expressed in algebra, and based on the assumption of a 
reasonable stability in the behaviouristic and structural relation- 
ships between the variables identified in it, albeit with liberal 
allowances for specific disturbances. Time-series analysis, family 
budget analysis, input-output analysis and the like are employed 
both in basic research into the values of parameters in the model 
and also to help with guesses of the future movement of its 
exogenous variables. 

This major difference in the methods used in Holland and 
Britain not only appears to exist at the time of writing but also 
was certainly present throughout the period when a considerable 
amount of detailed economic planning or “ programming” was 
still occurring in the United Kingdom, particularly in the field of 
balance-of-payments control. Somewhat surprisingly, in Holland, 
the classic methods of the Planbureau were not applied to the 
operation of import controls, and quantitative controls generally 
seem to have played a rather less dominant rdle in balance-of- 
payments policy than they have in this country. The Planbureau 
is mainly concerned with the total amount of the overall balance 
of payments; something they consider as (partly) endogenous to 
their general model of the economic system, something to be 
attacked with general, rather than specific, weapons of policy. In 
the United Kingdom, short-term control of the balance of pay- 
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ments seems to be an operation conducted rather independently 
of other economic policy operations, although it is evident from 
public statements that the connection in principle between 
internal and external equilibrium is very well appreciated. 
Holland’s very large foreign trade multiplier, small share in world 
trade and heavy concentration on trade with Europe—as against 
the structural, geographical, bilateral and ‘‘ monetary ” + character 
of the external difficulties of this country—must provide much 
(but not all) of the explanation. 

Nevertheless, it is extremely interesting to compare in more 
detail the Planbureau’s methods for constructing balance-of-pay- 
ments projections with the type of procedure which appears to 
correspond to typical British practice. Periodically, the govern- 
ments of both countries, whether they liked it or not, have been 
forced to take a fairly definite quantitative view as to what would 
happen to the balance of payments if existing policies and econo- 
mic trends remained unchanged, and have had to call for estimates 
of the quantitative effects of possible corrective policies. And 
for both governments there were major elements in the situation— 
foreign demand and supply conditions—which were entirely 
beyond their control, and thus self-evidently exogenous variables 
in any form of decision model; but, as will be seen, the methods 
used for estimating even these variables were very different in the 
two countries. 

In Holland, next year’s export demand is assumed to depend 
on Dutch export prices, a specially constructed and weighted 
index of competing prices (short-term elasticity assumed is usually 
the Tinbergen Two), incomes in Dutch overseas markets (income- 
elasticity just over unity)? and special factors. Dutch export 
prices are assumed partly to follow world prices for similar pro- 
ducts and partly costs in the export industries (which come from 


1 “ Monetary ”’ is intended as a short-hand reference to the United Kingdom’s 
difficulties in controlling its external capital account. 
* This is a weighted average of individual commodity and market elasticities, 
as follows : 
G = XL wy Ley yi 
j i 


where is the aggregate export income-elasticity; y;; is the income-elasticity of 
the ith commodity in the jth market; ey is the proportion of Dutch exports of 
the ith commodity to the jth market in total Dutch exports to that market, in 
some base year; wy, is the proportion, in some base year, of total Dutch exports 
to the jth market, in total Dutch exports to all markets. 

The y's are estimated from family budget data, or any other information 
available, relating to country j. 

9 is fed into the model as a constant : errors due to changes in the distribution 
of the w’s and e’s are, rightly or wrongly, assumed unimportant, because @ is 
applied only to changes. 
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the model as the cumulative consequence of changes in labour 
costs, import prices, etc.). The competitive price index has been 
found to show a good lagged correlation with world prices. 
Foreign incomes are forecast piecemeal from whatover qualitative 
and quantitative information is available about each country, and 
depend imprecisely on the Bureau’s view of cyclical tendencies in 
the United States. The volume of next year’s imports is entirely 
given by the model, but import prices, of course, must be forecast 
independently : the Dutch are fortunate compared with their 
British colleagues in that they can reasonably regard their 
importers as facing conditions of infinitely elastic supply. The 
Netherlands raw materials import price index has been found to 
possess a mysteriously reliable lagged correlation with the Reuters’ 
Economic Service index of London prices of internationally traded 
raw materials, and this can be heavily exploited because raw 
materials form a very high proportion of total Dutch imports. 
Thus apart from invisibles, which are largely forecast by the same 
methods as in the United Kingdom—projection of trends, use of 
special knowledge, etc., item by item—the forecast change in the 
overall balance of payments is completely determined by the 
various assumptions determining internal developments, together 
with two major judgments about the external world—the change 
in real incomes abroad and the change in world prices. Any 
change in either group of assumptions changes quite explicitly the 
balance-of-payments forecast. 

In the United Kingdom the volume of exports next year is pro- 
jected as a single quantitative guess, taking some rough general 
account of all the factors, both on the demand side and the supply 
side, considered relevant. One of these, probably not the most 
important in the minds of those responsible, presumably is price, 
but the concept of the elasticity of demand is not certainly and 
consciously brought into play. At one time United Kingdom 
export forecasts were based on more detailed market research, 
country by country or commodity by commodity ; here again the 
individual studies were largely concerned with qualitative factors, 
though each led up to a single quantitative estimate.! 

The value and volume of imports into the United Kingdom 
is the assumed result partly of an administrative programme 
governing the issue of import licences and partly of internal 
demand for “‘ liberalised ” goods. The administrative programme 
is made to conform with whatever it is government policy to 


1 The Board of Trade, not the Treasury, has primary responsibility for export 
forecasts. 
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*‘ afford ” in the light of the total estimate of foreign earnings.! 
Bids for commodities are submitted to an interdepartmental com- 
mittee (on which the central economists are usually represented), 
scrutinised for general economic reasonableness, added up and 
then if necessary “‘ cut ’’ after reference to Ministers to decide the 
cases thought to involve thorny politico-economic consequences, 
It is not known how the estimate for the liberalised sector is made, 
but given the types of commodities involved and the prevailing 
methodological tone, it seems unlikely that any use is made of a 
specific income-elasticity or set of elasticities. 

The above description does not provide any evidence, either 
way, as to whether the Dutch methods are more likely to be 
successful in forecasting what actually happens to the balance of 
payments: in the present state of knowledge there exists no 
conclusive demonstration of the general superiority of econo- 
metrics over intuition and extrapolative guesswork.? But the 




































1 See Jackson, op. cit., p. 155. 

2 Professor H. Theil, of the Bureau, contributed an article on this subject to 
De Economist entitled ‘‘ Whose forecasts are best? ”’, February 1954. He com- 
pared the published, Economic Survey type of official forecast with actual results 
in the United Kingdom, the Netherlands, Denmark, Norway and Sweden by 
means of an index which reaches infinity for a set of perfect forecasts, and tends 
to zero for extremly bad forecasts. The precise definition is 


. o,* 
where V = af * 
o,~ 


n 


Index of quality of forecast = 1/V 


1 : 
o,* = : x (vy; — ™)®. (vu, = forecast of variable for year t) 
t=1 
l n 
and o? =- = (mn —m-1)? (% = result) 


Utell 

The rationale of this is that it compares the second moment of errors in forecast 
changes with the second moment of actual changes. If one were forecasting an 
index number which consistently changed, in one direction or the other, by 5 
points each year and one was always correct as to direction but always under- 
estimated (or over-estimated) the degree of fluctuation by 3 points, 2 points or | 
point, the corresponding values of 1/V would be 1-7, 2-5 and 5-0. Thus anything 
under 2 is pretty hopeless, anything over 3 not at all bad. 

The British and Dutch forecasts come out generally substantially better than 
the Scandinavian. Professor Theil has kindly provided me with some adjusted 
results which permit a direct comparison between the United Kingdom and Hol- 
land for the whole period 1948-52. Here is the tally : 


1/V, 1948-53 











United Kingdom.* Netherlands.t 
Value of Exports . - | 3-3 3-8 
Value of Imports. ; - | 3:8 1-3 
Invisibles | 1-1 1-0 
Export Prices . | no forecast 2-7 
Import Prices . | no forecast | 5-2 





* Economic Surveys. + Annual Plans, 
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Dutch system is probably more effective in exposing, insistently 
and systematically, the essential interdependence of internal and 
external factors. Also, in the author’s view, it derives from a 
superior methodological philosophy; that it is better to frame 
estimates on the basis of general factors in the first place and then 
take account of special factors secondarily, rather than to compute 
the final result as the sum-total of a set of imprecisely stated special 
factors behind which the general assumptions, if any, lie obscured. 

That philosophy runs right through the Planbureau’s model, 
the whole of which need not be described in detail here. Reference 
may be made to publications of the director and staff of the 
Bureau.1 Readers should be warned : (1) that the system in use 
is substantially simpler and generally less recherché than the kind 
of thing described in the published descriptions, and (2) that those 
descriptions are made unnecessarily difficult by frequent failure to 
explain sufficiently explicitly the basic economic theory (especially 
of price formation) which lies behind the equation. 

The model is, of course, frequently changed, both in structure 
and in detail, in the light of circumstances and according to the 
current predilictions of those responsible. But it always consists 
of a set of linear equations relating one-year changes in a sub- 
stantial number of selected macro-economic variables. It is 
always “‘ Keynesian”; always, so far, static. Disturbances, 
including disturbances to parameters, thought to be caused by 
factors special to the year in question are dealt with by the 
insertion of separate autonomous terms in the equations: para- 
meters are adjusted only when they are believed to be undergoing 
some permanent change. These autonomous corrections are the 
vehicle for the injection of common sense and qualitative judg- 
ment: they are subjected to frequent adjustment, both deduced 
and induced, so that the system is not slavishly followed when it 
offers silly resuits. 

An example of a typical equation in the model is : 


A Imports = »,A Consumption + pA Investment + p,A Exports 
+ M (all at year O prices). 


where the As are increases from this year (year O) to next year, 
the ys the “‘ normal ”’ marginal import contents of consumption, 


1 Tinbergen, Econometrics (Blakiston Co., Philadelphia, 1951), Chapter 7. 

Tinbergen, On the Theory of Economic Policy (North-Holland Publishing Co., 
Amsterdam, 1952). 

Sandee and Schouten, ‘“‘ A Combination of a Macro-Economic Model and a 
Detailed Input-Output System,” Input-Output Relations (Netherlands Economic 
Institute), p. 196. 
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M is the sum of corrections for special factors. 

The most complicated model tried so far was that used in the 
initial stages of constructing the 1954 Plan (it was subsequently 
simplified for publication). This contained about 20 basic 
equations and involved 65 symbols. Of the latter (in round 
figures) 20 were parameters (marginal coefficients or constant 
trends); 5 represented variables which are exogenous both to the 
model and io the economy, being quite beyond the reach of Dutch 
economic policy, and hence requiring to be forecast independently ; 
20 represented variables exogenous to the model but endogenous 
to the Dutch economy and capable (in principle) of being influenced 
to some extent by government policy. That left room for 20 
variables fully endogenous to the model, 7.e., 20 determinable 
* unknowns,” such as employment, production, personal consump- 
tion and the balance of payments. These variables are of the 
type which can only be influenced by government policy via 
operations on the previous group: given specific policy desiderata 
—quantitative ‘‘ targets ’"—for any number, 2, of them, only 20-x 
of the exogenous variables in the previous group are still free to 
vary; the remainder must be manipulated by policy if the targets 
are to be hit. In other words, x of the unknowns have become 
“* knowns ”’ (targets), hence, for the number of unknowns to remain 
equal to the number of knowns, some of the items initially assumed 
known must change their spots. 

Of the initial division between exogenous and endogenous 
variables it is worth picking out the following, some of which have 
been indicated already: endogenous—tax receipts, labour pro- 
ductivity,! entrepreneurial saving on both personal and business 
account (the two together taken as a single function of total 
entrepreneurial income), employment and (partly) the general 
levels of the prices of consumption, investment, exports and 
government expenditure; exogenous—wage-rates, wage-earners’ 
savings and the volume of investment, the last two mainly because 
no reliable functional relations with the wage bill and corporate 
income respectively have so far been found. 

A large proportion of the 20 equations merely represent 


1 Productivity is assumed to vary directly with output, and output to depend 
on effective demand. Each 1% rise in output yields 0-525 of a 1% rise in pro- 
ductivity, an empirical relationship which has worked in the period 1948-52. 
The Bureau recognises, however, that this simple relationship may represent the 
compounding of an underlying trend with a much lower (or negative) short- 
period elasticity (of productivity on output). In which case it would break 
down in a period of stagnant effective demand. 






investment and exports, respectively, estimated from time-series. 
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national accounting identities, or conversions of quanta into 
current prices. Several could be eliminated by substitution, but 
are more convenient given separately. Basically the system is 
much simpler than superficially it appears. 

Given any set of assumed values for the knowns, with their 
consequent values for the unknowns, the Dutch model can easily 
be, and is, translated for presentational purposes into a set of 
numerical projections of the national accounts, in a form quite 
familiar in this country. Indeed, the tabular details and refine- 
ments involved are in some features probably less complicated 
than in the projections provided to the government as a basis for 
the Economic Survey and for the consideration of short-run 
macro-economic problems generally. The difference between the 
systems of Whitehall and the Hague is less of form than of method. 

The British, inserting appropriate determining assumptions at 
each stage, build up, step by step, numerical projections of next 
year’s income and expenditure accounts (both current and capital) 
of enterprises, the government and households ;! in recent years 
there has evidently been some further subdivision of the sectors in 
order to help analyse the balance of supply and demand in certain 
individual branches of industry very broadly defined (such as 
“all metal-using industries’). From these tables, and from the 
determining assumptions about wages, prices, productivity, tax 
rates, government expenditure, investment, etc., the important 
dependent volumes—total production, personal consumption, etc. 
—can be derived by simple arithmetic. The tables are brought 
into internal consistency by constant adjustment and re-adjust- 
ment of the assumptions: the method is that of Trial and Error. 

At the outset, it appears, there is set up a broad general 
assumption about the directional tendency of effective demand and 
prices; this choice determines the path of the subsequent opera- 
tions. Thus, if the conjuncture were thought to be expansionary, 
involving certainly full employment and probably rising prices, a 
sequence of trial assumptions thereafter would be chosen which is 
appropriate to the characteristic conditions and problems of an 
economy in full employment whose government is trying to pre- 
vent inflation. Production rises according to trend, employment 
according to the natural increase in working population, hence 
the volume of production is determined. Wage-rates rise from 
trade-union pressure, prices probably a little more than wage- 
rates. 

The balance of payments must, by rule, be assumed to accord 
1 See Jackson, op. cit., p. 156. 
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with its programme (see above).1 Then the magnitudes deter- 
mined to this point are sufficient to determine national income 
and resources available for consumption or investment at home. 
Profits, also, are determined. Hence, with a guess about the 
proportion which will be distributed, the major items in the 
account of enterprises can be written down. With an eye to 
these accounts and to existing administrative and technical plans, 
investment (government and private) can now be forecast. 
Government consumption is taken as given. Personal consump- 
tion emerges as a residual. Given the transfers (estimated by 
trend projection, etc.), the wage-bill and the accounts of enter- 
prises, the accounts of households could be constructed, their tax 
liabilities (as also those of enterprises) being taken as a specific 
function of income, and the gap between liabilities and payments 
estimated administratively. There is now only one figure for 
private savings by households (“ personal savings ’”’) which will 
allow the tables to balance. If this figure seems improbably high, 
the Government is advised to try to reduce government consump- 
tion, tighten the screw on government-controlled investment or 
cause a reduction in disposable income by means of an increase in 
taxes. There is no second round; no explicit recognition, for 
example, of the likelihood, expressed in the Dutch model by a 
definite functional relationship, that a reduction in income will in 
turn reduce the “ plausible” level of ex-ante savings (one good 
reason for this being the near-impossibility of deriving any 
plausible consumption function from post-war British time series). 

If, at the outset, deflationary tendencies are suspected, 
employment must be taken as dependent on effective demand 
rather than demographic factors; it is therefore necessary to 
choose an initial arbitrary value for effective demand (and hence 
production) to be adjusted later as necessary. Appropriately 
non-inflationary assumptions would then be made about wages and 
prices; output per man-year would be assumed to rise less than 
trend, or even fall, because of the sag in production. The pro- 
cedure followed thereafter is then similar to the first, except at the 
final stage of interpretation for policy. 

In principle there appears little difficulty in bringing the Dutch 
and British systems together. The British operating procedure 
could undoubtedly be expressed as a system of equations. 
Although, at present, most of these would be no more than 
identities—the only explicit functional relationship is that of 
tax liabilities with income—some of what appear to be working 


1 See also Jackson, op. cit., p. 156. 
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rules concerning the relations between changes in prices, wages, 


, productivity and production imply belief in certain linearities 
which could easily be expressed in mathematical language; the 
discontinuities would be handled by the technique of applying 
boundary conditions.1 Similarly, the Dutch model, which in the 


form described above is not applicable to a potentially inflationary 
situation, can easily be made so by the application of a boundary 
condition to employment. 

Despite this similarity of principle, the existing differences of 
practice are most important. True, the British model would 
need very little formal alteration to make it symmetrical to the 
problems of inflation and deflation, and could be used, as is the 
Dutch, to help decide whether there is danger of (e.g.) too much 
deflation. But in practice—because of the enormous scope for 
the exercise of subjective judgment during the process of adjusting 
the assumptions—there is all the difference in the world between 
that procedure and the present British one of deciding in advance, 
on the basis of broad intuitive judgment, what is the direction the 
conjuncture is taking, and then using the “ model” mainly as a 
vehicle for expressing that judgment in detailed quantitative 
terms. The British, with some justification, do not believe that 
econometric models of present-day vintage are much good at 
foretelling the direction of cyclical tendencies, although they may 
help, once the direction is established, to assess their extent. 
This philosophy, in my view, would make the British technique 
methodologically superior to the Dutch, if the latter were used 
over-mechanically : on the whole, however, it is not. 

In a general comparison of the advantages and disadvantages 
of the Dutch “ algebraical,’”’ versus the British “ arithmetical,”’ 
methods, one may list the following clear advantages for the 
Dutch : 

(i) It is more systematic, intellectually tidier. 

(ii) There is less danger of ignoring important but round- 
about or otherwise unobvious, consequences of policy 
decisions or sets of decisions. 

(iii) It is less cumbersome, more “ streamlined,” and 
hence much quicker tomanipulate. Withthe British methods 
it must take anything from five minutes to five days of work 
by quite senior officials to follow out the effects of changed 
assumptions. The Dutch system needs to be inverted only 
from time to time, i.e., when a fundamental coefficient is 








1 See Tinbergen, On the Theory of Economic Policy (already cited), Chapter IV. 
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adjusted or the structure of the model modified. This 
inversion requires several days work from the staff of a com- 
puting pool, but thereafter there is available a standard 
tabular matrix from which the effect on all the other variables 
of any set of changes in determining variables can be read off 
at a glance. The importance of speed can hardly be exag- 
gerated. In modern administrative politics, it is the quickest 
answer to a question which is most likely to be accepted. 
Also, if one is faced with onerous labour every time an assump- 
tion is changed, one is likely to put up a dangerous irrational 
defence of the status quo. 

(iv) Partly because of (iii) and partly from its general 
structure the Dutch model is peculiarly well adapted to the 
presenting of policy problems in the form of a series of alterna- 
tive possibilities. There is nothing in principle to prevent 
this form of presentation under the British system, but it 
would be relatively more cumbersome and, as far as one can 
tell from Economic Surveys and other indications, is not 
often done. 


Against the above, the following are the advantages of the 
British methods : 


(i) In some senses greater flexibility: greater adapt- 
ability (no more labour is involved in changing the structure 
of the model than in changing major assumptions) and 
greater scope for the insertion of non-linearities and dis- 
continuities.? 

(ii) Less danger of its operators becoming wedded to 
belief in the stability of relationships (parameters) which are 
not in fact stable. 


Any overall judgment as to which methods are “ best ”’ is bound 
to be heavily influenced by subjective predilections : the present 
writer must declare a personal bias in favour of the Dutch. It may 
be argued that the Dutch system is particularly vulnerable to the 
danger that some members of its operating team may fail to apply 
adequate common sense: they may become so fascinated by the 
mathematical manipulations that they forget reality. But the 
British system also has its dangers; for example, the failure, 
already mentioned, to underline sufficiently explicitly the relation 

1 Clearly, most of such cases can be linearised, or dealt with by boundary 
conditions (see, for example, the supply price equation, number 3 in the table on 
p- 19 in The Theory of Policy), but the process becomes cumbersome. On the 


other hand, in many of these cases the higher terms of the Taylor’s expansion 
turn out to be of much less quantitative importance than is sometimes supposed. 
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between savings and taxation. Alternatively, it may be said that, 
since the Dutch method cannot be proved to have been over- 
whelmingly more successful at economic forecasting,! the extra 
intellectual discipline involved is hardly worth while. But the 
question of forecasting has become something of a red-herring in 
public discussion of this subject. The basic function of this 
branch of the work of government economists—in the Hague, 
Whitehall, Oslo or anywhere—is the systematic presentation of 
policy alternatives; the analysis of the consequences of particular 
decisions, sets of decisions or, equally important, failures to decide ; 
the imposition of the inescapable logic of national income identi- 
ties. Governments, so long as they pursue any general economic 
policy whatsoever, face their advisers with two, almost separate, 
technical tasks : first, the forecasting of variables beyond govern- 
ment influence, and second, quantitative analysis of the multiple, 
interdependent, consequences of the policies under consideration. 
Forecasting may be given up as hopeless—we may decide mostly 
to wait and see, then act ?—but the second task still remains. 
For that purpose the Dutch methods do seem clearly better. 

The most powerful attack is one which falls on the British 
and Dutch methods together : the attack which comes from those 
who believe that all attempts to develop a successful general 
theory of economic policy are doomed to failure; that economic 
advisers should confine themselves to limited, relatively simple, 
micro-economic questions where there is some chance of providing 
answers of true scientific accuracy; that they may suggest small 
structural improvements in the economy, perhaps occasionally 
venturing so far as to make proposals for tiie improvement of a 
single industry, or interference with one particular price-relation- 
ship, but never further. This view is perfectly tenable, and in 
some quarters increasingly popular. But it implies that govern- 
ments should abandon all attempts at general economic policy, or 
alternatively that if they do not, they will manage better without 
professional advisers than with them. It also involves a proposi- 
tion which is itself both general and in essence unprovable; that 
a largely laissez-faire general equilibrium is in some way “ better ”’ 
than any calculable equilibrium resulting from policy. 

1 But see note 2 on p. 766 above. 

2 All economic policy involves some assumption about the future. What this 
plan really means is always assuming that things will stay exactly as they are. 
This form of assumption has very little rational basis, since it rarely corresponds 
to anybody’s best guess. For example, few people, if compelled on pain of death 


to bet half their income on next year’s change in production, would put their 
money on “‘ no change,”’ except in very particular circumstances. 
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THE SCOPE AND ORGANISATION OF THE WoRK 


The Centraal Planbureau is formally part of the Dutch Ministry 
of Economic Affairs; its British opposite number, having been 
lodged in the Cabinet Offices for the first eight years of its post-war 
life, has recently been taken into the Treasury. But the Bureau 
has always been housed in a separate building, some distance from 
the administrative centre of the Hague, and has always possessed 
complete policy independence from the Ministry of Economic 
Affairs, whose Minister is quite content to regard Professor 
Tinbergen as economic adviser to the government as a whole. 
While the Bureau’s attachment to a senior Ministry thus repre- 
sents little more than an administrative formality, the Economic 
Section both geographically and metaphoricaliy, has worked very 
close to, if not always closely with, the Treasury and the Chan- 
cellor for some time past. This difference is of substantive signi- 
ficance : in the United Kingdom central responsibility for econo- 
mic policy at the official level now lies fairly and squarely with the 
Treasury as a whole, and the Economic Section is only one of 
several bodies serving the Treasury for that purpose. In Holland, 
responsibility is more divided: the United Kingdom has in fact 
probably progressed further in overcoming the constitutional 
difficulties of centralisation’ than almost any other country in 
Western Europe. Hence in Holland greater reliance has to be 
placed on “ co-ordination,” and the Centraal Planbureau is the 
official co-ordinating body at the advisory level (although of course 
there exists other co-ordinating machinery at the decision-taking 
level). 

Professor Tinbergen’s position as head of the Bureau is desig- 
nated “ Director,’ and the same appellation is given to Sir 
Robert Hall at the head of the Section. Both of these are special 
appointments in which the holders’ position in the official hierarchy 
is not precisely defined, although it appears from the Imperial 
Calendar and other indications that Sir Robert Hall is formally 
significantly better placed in the official hierarchy than is Professor 
Tinbergen in the Dutch. However, Professor Tinbergen’s personal 
standing in Dutch political and official life is such that this fact is 
probably of no great importance, although clearly it might become 
so if for any reason he were to leave. As is always the case, the 
difference between the character of the two organisations must be 
more than a little due to differences in the personal views and 

‘ 


1 See p. 760, sub-paragraph 3 above, 
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interests of the two Directors,! a matter which cannot easily be 
discussed in print. Suffice it to say that it is not a coincidence that 
Professor Tinbergen is one of the world’s leading econometricians 
and the Bureau he directs has a distinct econometric twist. 

The Director of the Bureau is served by two deputy directors, 
a senior adviser on social problems and an adviser on statistical 
problems. The latter two are both employed full time, but they 
operate in free-lance fashion without direct organisational responsi- 
bility for any large group of staff. The main body of the Bureau’s 
staff consists of twenty-five trained economists or economic 
statisticians about equivalent in rank to a Whitehall Principal, 
another eight to ten people about equivalent to Assistant Prin- 
cipals or Executive Officers and fifteen to twenty statistical 
officers and statistical assistants of various ranks: in the total 
of this professional staff, including Professor Tinbergen, five are 
part-time university teachers. In addition, there is a fully 
fledged computing pool, of five persons, trained to be able to under- 
take (e.g.) the inversion of the economic policy matrix * inside 
about three days. The whole body is divided into three divisions, 
each headed by a division chief carrying a civil service rank 
equivalent in British parlance to something between an Assistant 
Secretary and an Under-Secretary. 

By contrast, the Economic Section has an establishment for one 
Deputy-Director (at present Mr I. M. D. Little), two Senior 
Economic Advisers (Assistant Secretaries), about six to eight 
Economic Advisers (Principals) and two or three juniors: there 
are no professional statisticians and there is no computing pool, 
but the Section may be assumed to have access to the computing 
staff of the Central Statistical Office which is in the same building. 
Thus the Economic Section is constructed on a much smaller scale 
than the Bureau—a difference more significant when it is remem- 
bered that not only is the real national income of the United 

1 The following selection of publications illustrates this point : 

Sir Robert Hail : Earning and Spending, 1934; The Economic System in a Socialist 
State, 1936; and a number of articles, of which the best known is “ Price 
Theory and Business Behaviour” (with C. J. Hitch), Oxford Economic 
Papers No. 2, the famous article which among other things established the 
kinked demand curve. 

Professor Tinbergen: Statistical Testing of Business Cycle Theories, League of 
Nations, Geneva, 1939; International Economic Co-operation, Elsevier, 1945; 
The Dynamics of Business Cycles (with J. J. Polak), London, 1950; Business 
Cycles in the United Kingdom, 1870-1914, Amsterdam, 1951; Econometrics 
(text-book), Philadelphia, 1951 ; On the Theory of Economic Policy, Amsterdam, 
1952; plus numerous articles on econometrics and other topics in applied 
economics. 

2 See p. 771, sub-paragraph (iii) above, 
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Kingdom of the order of ten times the Dutch but also that the 
scale of government operations in relation to national income is 
considerably higher in the United Kingdom. Holland probably 
has as high a proportion of economists to other officials as any 
country in the world; on the other hand, among “ advanced ” 
countries, where a good supply of trained economists exists, the 
United Kingdom must have one of the lowest. In Holland, quite 
apart from the Bureau, there are important economic staffs in 
several other economic ministries, whereas in the United Kingdom 
the number of official economists outside the Treasury could 
probably be counted on the fingers of one hand. 

A description of the three internal divisions of the Centraal 
Planbureau will serve also to describe the substantive differences 
in the scope and nature of its work compared with that of the Sec- 
tion. One division is built round, although by no means exclu- 
sively concerned with, the operation of the econometric model 
already described. In it there are subsections devoted, as it were, 
to each basic group of equations. One such, for example, con- 
tains specialists in the field of wages and prices. These officials 
have operational responsibility for the measurement of parameters 
and the observation of variates, as well as for persistent attempts 
to improve the equation structure in this field. At the same time 
they will help in more general matters, such as the preparation of 
briefs for Ministers about wages policy or price control. Another 
subsection is concerned with the supply equations, and thus with 
the factors determining productivity. Another is concerned with 
final demand : consumption and investment totals and patterns. 
Another with the balance-of-payments and to some extent short- 
term export forecasts. Finally, there is a large and important 
section concerned with the equations relating to government 
operations, both on the side of revenue and of expenditure. This 
section contains, inter alios, two research assistants specialising in 
forecasts of revenue and transfer payments. It also takes 
responsibility for the Bureau’s views on fiscal policy and monetary 
policy generally. In addition to these subsections, the Division 
employs one fairly senior officer and a small staff to take general 
care of the model: central co-ordination of its actual operation 
and improvement in its overall structure. The relations between 
this unit and the rest of the division are not rigidly defined and, 
as in all bureaucratic organisations, the lines of demarcation are 
constantly being blurred in response to the requirements of par- 
ticular problems and the abilities and personalities of particular 
individuals. On the whole, however, there is in the Planbureau 
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more conscious organisational structure based directly on the- 
oretical economic considerations than in most other similar offices, 
and certainly more than in the Economic Section. 

The second division of the Bureau is built up of specialists in 
the economic and technical problems of individual branches of 
industry, and in various general “ industrial”’’ or technical- 
economic questions (for example, emigration, flood control policy, 
transport co-ordination). This division is also possessed of a 
small but important general section which, inter alia, runs an 
input-output model in collaboration with the Central Bureau 
of Statistics. The principle of industrial specialisation is self- 
evidently a good one. But there are a number of psychological 
and organisational difficulties which seem bound to arise in any 
attempt to apply this principle; these the Bureau has certainly 
encountered and does not pretend to have resolved. One suspects 
the failure may have occurred partly because the difficulties were 
at first thought to be accidental, whereas in fact they are inherent : 
inevitably there must be difficulties in achieving the proper 
intimacy of interaction with the other divisions and inevitably a 
psychological tendency for the industrial specialists to feel that 
their work is regarded as inferior and less “ glamorous ”’ than that 
of those engaged on the “ horizontal ’’ economic questions. It 
may well be that the time is ripe for an experiment in dual 
organisation: a single division in which all of the staff were 
fully qualified to take, and did take, responsibility for particular 
horizontal questions—in the Dutch case particular macro- 
economic equations—while at the same time each would also be 
required to carry out the work of specialist in some one or other 
branch of industry. 

The third and final division of the Bureau is concerned, inter 
alia, with research into long-term economic problems of the 
Dutch economy and also with research into the long- and medium- 
term development prospects of foreign countries which are impor- 
tant Dutch trading partners. This division is working on a long- 
term development model of a fairly refined type, and because it is 
therefore equipped more in the manner of an economic research 
organisation, it also takes on a certain amount of the research 
involved in revising the basic parameters of the short-term model, 
such as, for example, the calculation of income-elasticities 
described in footnote 2 on p. 764. The main feature of the work 
is that it is essentially not concerned with day-to-day questions : 
the division’s job is to undertake the sort of research which may 


take months or even years to complete. 
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The existence of a division specialising in long-term research 
provides one of the most important contrasts with the arrange- 
‘ments current in the United Kingdom. Here, there is no admini- 
strative provision for such work, and little or no economic research 
in fact occurs within the government machine. Further, there 
has up to now been little deliberate farming out of this kind of 
economic research by the Government to Universities and other 
outside research organisations. In the United Kingdom, if an 
aspect of economic policy requires for its rational implementation 
that some substantial piece of economic research be carried out, 
the normal procedure, by and large, is to drop the policy or to 
implement it irrationally. This state of affairs almost certainly 
arises from the traditional British administrative impatience with 
anything which is not of obvious urgent practical usefulness; in 
the social sciences, particularly, good men and good money cannot 
be spared for back-room work. At the other extreme the Nether- 
lands Planbureau and also the Netherlands Central Statistical 
Bureau are accustomed to undertaking much research on their 
own initiative, and often, it appears, solely for the sake of the 
intrinsic interest of the research itself. Many of the results are 
published, and the Bureau seems at times to be carrying out 
national functions similar to those of a semi-academic research 
institution : it is often consulted by outside bodies, for example. 
British officials, at the other extreme, are strongly discouraged 
and frequently prohibited from publishing anything which could 
be identified by readers as directly connected with official work, 
except in the purely statistical field. 

We now come to describe the internal organisation of the 
Economic Section, and a question which immediately arises is to 
what extent the other elements in the Treasury—Central Econo- 
mic Planning Staff and Overseas Finance—should be brought 
within the purview. The Central Economic Planning Staff is, in 
effect, a central secretariat mainly concerned with the administra- 
tive co-ordination of departmental economic policies. In the 
United Kingdom, despite the now fundamental central responsi- 
bility of the Treasury for economic policy as a whole (see pp. 760 
and 774 above), the greater part of the responsibility for specific 
aspects of policy, especially for initiation, remains, of course, 
basically decentralised. At the present stage of constitutional 
development, this is inevitable : the Minister of Food, for example, 
has to answer to Parliament for food supplies, although the Trea- 
sury wields great influence over the amount of foreign exchange he 
has with which to buy them. In order to achieve co-ordination 












































1954] ECONOMISTS IN THE GOVERNMENT MACHINE 779 


and, as far as possible, consistency in the policies initiated by the 
departments, there exists an elaborate network of interdepart- 
mental committees, and it is these which form the main vehicle of 
British economic planning. In order to strengthen that system 
most of the chairmen and secretaries of the committees are now 
drawn from this specialised branch of the Treasury, the C.E.P.S., 
which mainly exists for that purpose—an ingenious administrative 
device which has no counterpart in Holland, although the staff of 
the Planbureau play an important réle in the work of a number of 
economic committees. Attendance at committees to present the 
view of the Section may be taken also to be a major function of 
the staff of the Economic Section. The C.E.P.S., however, does 
not apparently, at the time of writing, any longer contain any 
economists, and therefore need not be further considered. 

The Overseas Finance Division of the Treasury is another 
matter. In the field of balance-of-payments control, British 
post-war economic planning has been carried on at an entirely 
different level of intensity from that in any other field. Ever 
since the end of the war, the complicated machinery of exchange 
control and import licensing has been constantly in use as part of 
a continuous attempt to implement a conscious operational pro- 
gramme for controlling the balance of external payments in 
general, and the dollar balance in particular, while at the same time 
inhibiting as little as possible the development of the internal 
economy. The direct controls, though largely of the negative 
type, have been powerful, far-reaching and detailed.1 Policy 
direction of the whole of this apparatus of planning and control 
was centred in the Overseas Finance Division of the Treasury, 
with the Bank of England and the Import Licensing branch of 
the Board of Trade as executive arms. The Division contained 
a substantial statistical section, responsible for the collation of all 
statistics relating to the balance of payments, both those published 
in the Balance of Payments White Papers and those kept for inter- 
nal circulation only, and it had a large group of administrative 
officers organised into geographical sections, each of which was 
responsible for all policy relating to the United Kingdom balance 
of payments with particular overseas countries or groups of 
countries—exchange control, international lending, payments 
agreements and so on. In addition to these specific responsibili- 
ties, Overseas Finance was thought of as the Cabinet’s primary 

1 That some would say that the controls do not appear to have been powerful 


enough, nor the planning show a conspicuous record of success, is not a comment 
which is directly relevant to our present enquiry. 
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adviser on all general policy in this field, for example on convert- 
ibility, on relations to the I.M.F. or the E.P.U. and sc on. (The 
Board of Trade was responsible for external commercial policy, the 
general encouragement of exports and so on.) The division at its 
peak contained some thirty to forty officials of the rank of Assistant 
Principal and above, including two or three economists. 

The existence of so large and powerful a body, responsible for 
both general and detailed policy in the most important economic 
policy field, must inevitably have exerted a profound influence on 
the role and organisation of the Economic Section, and for that 
matter of the Planning Staff. There was something of a similar 
division of responsibilities in Holland, but because exchange- 
eontrol and import programming have always been more rudi- 
mentary in that country and the balance of payments there 
regarded more exclusively as an aspect of the problem of general 
equilibrium, the effect on the role of the Bureau in overall policy- 
making was almost certainly smaller. The general question 
raised here is important. It is widely believed that if some aspect 
of economic policy requires a substantial degree of detailed 
administration for its implementation, from the very nature of 
the case professional administrators must play the major “ entre- 
preneurial ”’ role in the determination of policy over the whole of 
the relevant field : the professional economic advisers may suggest 
and criticise, and thereby exert considerable influence, but always 
as it were from the sidelines. The advantages of this arrangement 
are obvious; the disadvantages unfortunately less so. For 
whereas an administrative break-down, due to an attempt to 
apply an over-academic prescription, is there for all to see, the 
aggregate loss caused by a multitude of administrative decisions 
based on amateur economic reasoning is never measurable and 
rarely noticed. It might be suggested that “ administration ” 
should be regarded as a technique which the professional econo- 
mist in government service must undertake to learn as an essential 
“‘ secondary ability ’’ in the same way in which he must learn, say, 
statistical method. On that showing there could be little apparent 
case for not putting economic policy, at the official level, entirely 
in the hands of the economists. But that is not a way of looking 
at things which is likely to gain early acceptance in this country. 

By contrast with the Planbureau the internal organisation of 
the Economic Section appears to be relatively loose, an arrange- 
ment which might be expected in the light of what has already 
been said about the Section’s size, rdle and methods. Specialisa- 
tion has almost certainly occurred, but probably in consequence of 
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individuals’ personal interests and aptitudes, rather than of any 
abstract concept of organisational structure. Given the general 
nature of its work and responsibilities, such a form of organisation 
seems best designed to extract the maximum from the total poten- 
tial of the Section’s small and extremely able staff. Clearly, 
however, it would no longer do so well if at any time the work 
were to become more “ operational ”’ in character, or if methods 
such as those of the Bureau were to be adopted. 


Tur INFLUENCE OF THE WORK 


We have seen that, from the point of view of the economist, 
the scope of the work of the Bureau is considerably wider than that 
of the Section. We have not seen, so far, any evidence that from 
the point of view of the political scientist, the Bureau has wielded 
any greater influence at the keystone points in the formation of 
economic policy. Indeed, organisationally the Section is much 
more closely integrated into the rest of the government machine 
than is the Bureau: the Section is “in” the Treasury. That 
difference is partly inevitable: legislation enacted by the Dutch 
Parliament in 1947 defined the Bureau’s independent func*ion and 
at the same time charged the Bureau with the preparation of an 
annual economic “Plan” (we British would call it a Survey).? 
The plan is submitted to the Government and, eventually, to the 
Parliament, but the Plan does not commit the Government; it is 
more in the nature of a statement of policy by the Bureau than 
by the Government, an arrangement unthinkable in the United 
Kingdom. 

A major point in any final assessment is the delicate question 
of the relative personal influence of the two Directors. Sir 
Robert Hall has clearly great influence in Whitehall, just how 
much no ordinary member of the public can ever know. It is, 
however, known that he believes strongly in trying to see problems 
from the administrator’s point of view, in contrast with the 
extremer faults of outlook which many administrators complain 
are often associated with academic economists. The position of 
Professor Tinbergen is different, and in a way unique. He 

1 Although it is dangerous in this context to draw any parallels between 
Western Europe and the United States—because of the radical differences in the 
underlying constitutional réles of Legislature and Executive in the two cases—the 
legal position of the Bureau does seem to have considerable affinity with that of 
the Federal Government’s Council of Economic Advisers under the terms of the 
Federal Employment Act, 1946. See Congress Makes a Law, by S. K. Bailey, 


New York, 1950, and Hconomics in the Public Service, by Edwin G. Nourse, New 
York, 1953. 
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attends the weekly meetings of the Dutch Cabinet’s economic 
committee, he is Vice-Chairman of the Council of the Netherlands 
Bank and he is, in general, a well-known public figure. To a 
considerable extent the Centraal Planbureau wields its influence 
through Tinbergen: while he relies heavily on the work done by 
his staff in making up his mind about economic affairs, and takes a 
close personal interest in all stages of the research, the staff rely 
on him to sell the results of their combined cogitations to the 
Cabinet. In the Economic Section the staff are probably more 
independent of their Director; in the nature of normal Whitehall 
arrangements they would be expected to operate at all levels in the 
hierarchy, engaging in direct argument with their official opposite 
numbers in the Treasury or in other departments. That is not 
to say that members of the Bureau are completely cut off from 
direct contacts with other officials. They do in fact, in committee 
and elsewhere, intervene at various levels, and there is evidence 
that when they intervene they are influential. But one suspects 
that the interventions of the Section are considerably more 
numerous, even making no allowance for the different sizes of the 
two bodies. Thus the influence of the Section on economic policy 
as a whole must be regarded as the sum total of the influence of its 
individual members in their capacity as members of the Treasury 
(although they no doubt display a strong group outlook on par- 
ticular issues), whereas in the case of the Bureau, which is itself 
the official co-ordinating authority, the proposition must be 
reversed; ‘here the influence of its members depends on the 
influence of the Bureau as a corporate entity with independent 
direct access to the Cabinet. Although both bodies remain 
essentially advisory, and neither is at present possessed of opera- 
tional functions, the Bureau gives its advice to politicians directly, 
while the Section must, presumably, work to a much greater extent 
through or in collaboration with other (non-economist) officials.’ 

It is quite impossible to say whether the British or the Dutch 
solution has to date been more “ successful.” One suspects that 
on balance there is little in it. Certainly there is no evidence that 
Professor Tinbergen’s body has had to pay a price—in terms of 

1 One could say this with more certainty were it not for the Section’s previous 
history of an independent existence in the Cabinet Offices, for at one time its 
services were regarded as being available to any Department which asked for them 
and, also, presumably, to the Prime Minister directly. As a result, therefore, of 
its history, its professional status and the official title of “‘ Economic Adviser to 
H.M.G.”’ which is now given to the Director, the Section may well be possessed 
of rather more independence than is normal. 

2 It would be possible to be less indefinite were it not for the security blanket 
at the British end. 
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lost potential influence—for its independence. Nor is there 
evidence that the Economic Section’s situation has compromised 
the overall quality of its professional work, although the difference 
in status must have been a major factor accounting for the differ- 
ence in methodology. Both bodies could probably gain by moving 
in the direction of the other. In the author’s personal view—and 
let it be frankly admitted that this stems partly from an intellec- 
tual bias in favour of the Dutch which has run right through his 
judgments—the Dutch approach carries greater prospects of 
professional development, if such development is wauated. At 
the present point in Whitehall it seems difficult to see where things 
can go from there, except in the sense of a continuing process of 
infiltration. Whether that is a criticism depends on whether one 
believes that economic policy on the modern scale requires from its 
official votaries a genuine professionalism : a university training in 
economics and economic statistics, followed by full-time engage- 
ment in teaching, or in research, or as a government economist, 
ever since. The contrary view is at present dominant in this 
country : it is believed that adequate results can be obtained by 
the selection of suitable officials from the administrative class for 
training “on the job,” coupled with the safeguard of constant 
advice from the sidelines from the smail group of full-time pro- 
fessional economists. Great hopes are also placed in the increas- 
ing number of entrants to the Administrative Class who originally 
read economics at the university.1_ Thus a reasonable familiarity 
with economic problems is now regarded as a useful accomplish- 
ment for an administrator, and economic policy as an important 
new branch of the traditionally amateur British system of civil 
government. Indisputably that system has worked brilliantly in 
the past. Can it accommodate the new situation—where some 
half of the work of government has become an aspect of applied 
social science—by modest adaptions, or are the implications of 
the situation more revolutionary than has yet been generally 
realised? The fundamental question posed here may be just as 
relevant in Holland. For we have seen that the combination of a 
high degree of professional independence with a substantial degree 
of political influence achieved by the staff of the Centraal Plan- 
bureau is based partly on special circumstances. 

King’s College, R. L. Marat 

Cambridge. 

1 See, for example, a distressingly complacent Times leading article, ‘‘ The 
British Civil Service II—Choosing and Training the Policy Makers,’ The Times, 
November 24, 1953. 

















STATISTICAL INFERENCE IN DYNAMIC ECONOMIC 
MODELS! 


I 


In recent years attention has been shifted more and more 
towards empirical studies designed to provide quantitative restric- 
tions on basic economic relationships to supplement and reinforce 
the qualitative restrictions derived from theory. These numerical 
relationships may then be further employed by the empiricist to 
gauge the future magnitudes of key economic variables—in other 
words for prediction. 

Whatever the object of the analysis, the same central problems 
are encountered in passing from theory to application. Many 
factors customarily tucked away in the pocket “ other things 
equal ” have to be brought out into the open—others classed as 
non-economic can no longer be ignored. The empiricist must 
appraise most carefully the adequacy of the theoretic analysis for 
the explanation of actual phenomena, weighing also the strength 
of other influences. A comprehensive knowledge of his area of 
interest is essential if he is to be adept at this art. 

Assuming this difficult task complete, the raw material may be 
brought to the estimation stage. Following the common analytic 
practice of segregating those aspects that lie outside immediate 
inquiry, the empiricist has concentrated his attention on one 
relationship at a time, ignoring the fact that each forms but a limb 
of the economic skeleton. Appeal has been made to the Markoff 
theorem on least squares. One variable has been selected—often 
quite arbitrarily—as dependent. Estimates of parameters 
attached to the other variables have been obtained, and these, 
together with the values of independent variables,” have provided 
an estimate of the dependent variable which has then been com- 
pared with the observed value of that variable. 

The differences between the observed and the estimated values 
of the dependent variable or “ residuals ’’ * have been customarily 

1 Review of Statistical Inference in Dynamic Economic Models, edited by T. C. 
Koopmans. Cowles Commission for Research in Economics, Monograph No. 10. 
(New York: John Wiley (London: Chapman & Hall), 1950. Pp. 438. 48s.) 


2 Those on the right-hand side of the equation, in terms of which the dependent 


variable is expressed. 
3 Residual being the name given to the calculated deviations observed in the 


sample. 
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attributed to two underlying causes. First, it is believed that 
the functions are incompletely specified and that the economic 
variable treated as dependent is subject to the impact of a large 
number of minor influences, often non-measurable. Secondly, it 
is recognised that observations of the dependent variable are not 
always the “ true’ values, but the measurements taken are subject 
to the fallibility of the observers and recorders. 

The Markoff theorem yields what are known as best linear 
unbiased estimates of coefficients in conditions where the assumed 
unexplained portion of each function can be described by a dis- 
turbance ! which acts in a random manner with constant variance, 
moving independently in successive observation periods and 
distributed independently of the variables treated as independent. 
What does this statistical mouthful imply? It means that 
estimates of coefficients obtained from a series of samples drawn 
from the underlying population ? under the same conditions would 
have their mean values equal to those of the coefficients in the 
basic relationship (assumed to be characteristic of the population), 
and these would lie clustered within a smaller region round the true 
value than would those (with the same property) obtained under 
any other estimation procedure. 

Under somewhat more restrictive conditions (normally distri- 
buted disturbances and large samples) these same Markoff esti- 
mates may be shown to be equivalent to those obtained by the 
method of maximum likelihood. The latter estimates possess the 
properties of consistency and efficiency.* 

A convenient demonstration of the equivalence of Markoff and 
Maximum Likelihood estimates in this case is provided by Hurwicz 
and Koopmans in Chapters VI and VII of the volume under 
review. 

How stringent are the ‘“‘ Markoff” restrictions on the dis- 
turbances ? 

First, these “‘ errors,”’ lodging-houses for immeasurable variables 


1 The term “ disturbance ”’ relates to a population characteristic of which the 
properties of the “ residuals ’’ provide estimates. 

2 It is convenient to think of the possibility of drawing endless samples from 
a population comprising elements behaving in accordance with the stated equa- 
tion. ‘Time series constitute one enumerative form that these samples may take. 
In practice, it is difficult enough to get a large number of observations, let alone 
repeat the “ experiment,’’ but this need not eliminate the usefulness of the 


‘ 


postulates. 

3 A consistent estimate is one that approaches more and more closely to the 
underlying (assumed) population coefficient as the size of the sample increases 
indefinitely. The efficiency criterion provides estimates with minimum variance 
(spread) for indefinitely large samples. 
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and errors of measurement, must have zero mean value and be 
concentrated similarly about this mean in repeated samples. 

Secondly, the disturbance in any observation period must 
exert no influence on that of any other observation period. 
There must be no tendency for the minor (and unspecified) 
influences to walk in step over different time intervals. 

Thirdly, the disturbances must move quite freely of the inde- 
pendent variables. 

Omitted variables or measurement errors in the consumption 
function, for example, must not be systematically more (or less) 
important when income ? is large. This condition requires that 
independent variables in the relationship must be observable free 
of measurement error. But is it necessarily the case that omitted 
factors impinging on consumption behaviour should influence only 
“amount consumed ” and not also “real income”? May not 
such effects as changes in tastes or idiosyncrasies of weather affect 
the latter as well as the former? If the answer to this question is 
in the affirmative, then there is no theoretic justification for 
singling out a particular variable as dependent and adopting the 
Markoff method. There are now at least two variables that fail 
to satisfy the requirements of the explanatory or independent 
variables in the method. As Haavelmo ? was the first to show, 
estimates of parameters obtained under these circumstances by 
using the Markoff method are biased and inconsistent. 


‘ 


II 


We are now ready to outline the Cowles Commission prescrip- 


tion for certain of the cases that do not respond to the Markoff 


treatment. Their argument stems from the complete economic 
model—not from the individual equation. Each equation that 
expresses a behaviour pattern is regarded as before as a stochastic 
relationship, and in the cases so far considered this is achieved 
by adding a disturbance term to each relationship. These are 
assigned mean values of zero and assumed to have constant 
variance. 

At the present stage of their investigations the Cowles Com- 
mission theorists regard these disturbance terms as portmanteau 
compartments for random influences which cannot be directly and 
explicitly included in the relations. They are assumed to influence 
the economic variables. Their relationship to other variables 

1 Consumption being chosen, as has been customary, as dependent variable. 


2 T. Haavelmo, ‘‘ The Statistical Implications of a System of Simultaneous 
Equations,’ Econometrica, Vol. II, January 1943, pp. 1-12. 
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must be more fully described, as must the relation of the several 
disturbances in the different stochastic equations amongst 
themselves. 

It is assumed that the explicit variables may be divided into 
two classes: those distributed independently of the disturbances 
and those which are not. The former are classified as exogenous, 
the latter endogenous. This is a statistical distinction for which 
an economic counterpart must be found in application. Broadly 
speaking, economic variables in current time are endogenous, those 
relating to past time must, ipso facto, be independent of current 
disturbances.!_ In this sense they are analogous to pre-controlled 
variables. Other variables justifiably taken as given by the 
economist, such as population and money supply in the short 
period, may reasonably be assumed exogenous. This whole 
thorny question of variable classification is examined by Koop- 
mans from a statistical point of view (Chapter XVII), but in the 
end it becomes essentially a matter for empirical judgment as to 
which variable goes into which compartment. 

One advantage of the distinction between these two classes is 
that it provides a means for retaining or resuscitating the Markoff 
method of least squares. 

But first we must say more of the properties of the disturbances, 
They are regarded as members of a joint probability distr: >ution, 
distributed through time independently both of their own earlier 
values and the earlier values of the other disturbances. These are 
pretty onerous conditions, especially in situations where it is often 
almost impossible to know whether their acceptance as assump- 
tions is justified. 

The basis for understanding the method is to recall that for 
linear systems of equations (stochastic as well) the underlying 
relationships may be regrouped in any form.” In particular, it is 
possible to express the endogenous variables as functions of exo- 
genous variables and disturbances only. In this form the equation 
system is referred to as in the “‘ reduced form.”’ 

In the reduced form we can estimate the coefficients of the 
exogenous variables on the right-hand side by the Markoff method, 
but this does not necessarily mean that we have sufficient informa- 
tion to disentangle the coefficients in the original (prior to re- 


1 Prof. Koopmans draws attention to certain limitations to this argument 
when samples are small. For simplicity we shall refer to lagged endogenous 
variables as exogenous throughout this paper. 

* At the present stage the technique is restricted to linear systems, Statistical 
Inference, p. 70. 








788 THE ECONOMIC JOURNAL [DEC. 


grouping) relationships of our model which the authors christen 
* structural equations ’’—that is, it is not necessarily the case that 
we can unscramble the “ theoretical” coefficients which may be 
our main interest. If we can, then we may say that the structural 
coefficients are identifiable. This aspect of the problem, which the 
authors term “ the identification problem,” can in principle be 
solved prior to estimation. 

We illustrate from a simple stochastic version of a “ trade 
cycle”’ model embracing both multiplier and accelerator 
mechanisms. 


(i) C, = ayy + a,, Y,+ Uy 
(ii) I, = Bio + bis (Yi-1 < Y,_2) + Ux, 
i) 


(iii) C,+I,= Y, 
C, = real consumption at time ¢ 
I,= ,, investment ,, ,, # 
Y,= ,, national income at time ¢ 


U;, = disturbance 
$n 1, S$... BD; 6 1,3 


After eliminating the third equation the reduced form becomes : 


T) ws Ap + O49 ra (235) ne ee (Sut) 


~ (1 — ayy) 1 — ai 
I, —_ Bio + by (Y,-1 sa Y,_2) + Ur, 


It will be observed that the second relationship is already in a 
form suitable for Markoff estimation. 

Since Y,_1 and Y,_2 are exogenous, we may estimate the 
coefficients in these equations using the Markoff Theorem, treating 
(Y:_1 — Y:-2) as a single variable. We obtain i on and b,,, 
and from the combination we can identify both a,, and 6,,._ Like- 
wise we obtain a4, and 5,9. 

The possibility of identification of auy one equation is shown to 
depend, inter alia, on the number of exogenous variables excluded 
from it but influential elsewhere in the model. Or, more directly, 
if it is not possible to produce a different structural equation of 
precisely the same form by linear combination of all equations, 
that equation can be identified (distinguished). 

The reader may demonstrate for himself that if the consump- 
tion function is re-written C, = a1) + @,;, Yi+@,. Yi-1 + 3 
Y,-2 + Uj, its parameters would become unidentifiable. 

If we manage to surmount the identification hurdle we have a 
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choice of two different methods of estimation—one requiring less 
a priort information than the other. The limited-information 


ce 


method (sometimes known as the “ reduced form ” method) pro- 
posed by Anderson and Rubin neglects in the estimation process 
endogenous variables which reside in relationships other than the 
one with which the researcher is concerned, while the full-informa- 
tion method takes into account every aspect of the specification of 
the model. It thus provides more efficient estimates in large 
samples but at much greater cost. To my knowledge this latter 
method has only been employed by Dr. L. R. Klein in a small 
three-equation model.1 The other method, while cumbersome, is 
nevertheless a good deal more manageable. It possesses the 
further merit of being applicable to incompletely specified models 
under certain conditions. 

Both methods are founded on maximum likelihood, and are 
therefore applicable to large samples. The limited-information 
one (as has in part been indicated) makes use of the reduced forms, 
the parameters of which may be obtained by the Markoff theorem. 
In some cases (“‘ just-identified equations ’’) knowledge of the 
reduced-form coefficients is sufficient to enable us to extract 
estimates of the (structural) parameters in the original equations ; 
in other cases (‘‘ over-identified equations’) a more advanced 
technique based on maximum likelihood is necessary to dis- 
entangle them. 

In the full-information method, on the other hand, approxima- 
tion methods, once again based on maximum likelihood, are 
necessary to determine estimates of the structural parameters. In 
both methods knowledge of all non-endogenous variables in the 
model is an essential pre-condition for estimation. 

To sum up: If sufficient a priori restrictions on the model are 
available, principally in the form of exogenous variables, individual 
equations in the model may be identified. Estimation may then 
be proceeded with by one of two methods proposed. These 
estimates have been shown to be consistent and efficient * for large 
samples, the central-limit theorem being appealed to when the 
assumption of normally distributed disturbances is untenable. 

The initial specification of the model, including the a priori 
restrictions, is determined by the economist, not the statistician, 
and no amount of technical manipulation will make any equation 
automatically distinguishable. These a priori restrictions may 

1 Economic Fluctuations in the United States, 1921-1941, New York, 1950. 


2 Efficient in the sense of comparison with other estimation procedures using 
the same amount of information. 
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take many forms. The more that is known, the more likely is it 
that any one equation can be identified. A problem facing the 
economist is to determine whether his models are likely to be such 
as to justify the assumptions required for the employment of these 
techniques. Are the conditions of economic models such that 
these advanced techniques are applicable when least squares fails ? 

When time series constitute the basic data the assumption that 
disturbances are independently distributed through time may be 
very questionable. This has been widely recognised, and some 
contributions to this subject are included in the volume. Current 
opinion would probably incline to the view that a breakdown of 
this assumption complicates rather than invalidates the pro- 
cedures. Nor is that distressing feature of much empirical work, 
multi-collinearity,! skirted by these new methods. 

Is it true that there are variables that can in any real sense be 
classed as exogenous, i.e., as capable of movement independently 
of the disturbances? Are the disturbances in different equations 
at different time intervals likely to move independently? These 
are awkward questions confronting the empiricist, and they have 
no nice answers. 

However, even if we are satisfied that all these assumptions are 
justified, that identification is possible and estimation may be 
proceeded with, is there any reason to believe that estimates 
obtained from samples of the size (of the order of 15-50) usually 
available to economists will prove sufficient to give the highly 
desirable estimation properties of the coefficients applicable to 
large samples, remembering that consistency and efficiency are 
large sample phenomena ? 

It would be too much to ask the authors to provide a firm 
answer to this, for in general small-sample theory is still in a very 
rudimentary state. But it is an important question for the 
practical worker. Some empirical evidence from studies by 
Klein,” Christ * and the writer ‘ raises legitimate doubts as to the 
superiority of these estimation procedures over least-squares 
methods in small samples. If least-squares coefficients in single- 

1 This problem arises when two or more variables tend to move together, and 
is really only another aspect of the problem of identifiability—though one that 
is often not obvious prior to estimation. 

2 Op. cit. 

3 C. Christ, ‘“‘ A Test of an Econometric Model for the United States, 1921-41,’ 
Conference on Business Cycles (New York, National Bureau of Economic Research, 
1951). 

4 Not yet published. Filed as Ph.D. Dissertation in the University of 
Cambridge. But see abstract of Econometric Society (European) Meeting 1952, 
Econometrica, January 1953. 
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equation estimation are biased, so also appear to be those obtained 
by these new methods. In fact, one most striking feature is the 
degree of correspondence of results from both methods. Much of 
this empirical work is exploratory, and the reader must be referred 
to the sources for fuller information. 

A further word of warning. These new methods regard all 
exogenous variables as free from errors of measurement. In this 
they represent no advance over least-squares procedures. In fact, 
no estimation procedures are available for cases where the dis- 
turbances through absorption of measurement error become inter- 
dependent with exogenous variables as well as a congregating 
centre for omitted influences impinging on endogenous variables. 

Space will not permit more than a brief mention of the large 
number of other contributions in the volume which will appeal to 
readers in varying degree according to their interests. To the 
writer the most interesting are a discussion of the place of Con- 
fluence Analysis in econometrics, by T. Haavelmo, and the 
demonstration by L. Hurwicz that in first-order linear stochastic 
processes estimates of coefficients obtained by least squares in 
finite-sized samples are biased and that this bias is measurable. 
This result appears both new and important. In particular, it 
suggests that whatever statistical methods we use will lead to 
biased coefficients when endogenous variables and their first-order 
(or higher) lags are present in a model. 

But this volume wiil be judged on the basis of the two new 
methods of estimation proposed (Chapters II and IX) for use in 
dynamic economic models. Technically these are important 
contributions to the literature, but their practical utility is yet to 
be ascertained. To the applied economist it is suggested that he 
walk warily, for his bugbear is that small samples, uncertain 
quality of data and difficulties of specifying models do not justify 
an uncritical adoption of these new procedures for all his dilemmas. 

When all is said and done, one may ask why must one bother 
with these complicated techniques? Will not least-squares 
(Markoff) estimates from single equations provide us with a 
reasonable approximation? In conditions where the assumptions 
are not fulfilled but those of the Cowles method are, we do know 
that for large samples, least-squares estimates of coefficients may 
be misleading. Just how misleading it is difficult to ascertain. 
This depends very much on the intrinsic properties of the models. 
The question whether we have measured a demand rather than a 
supply relation is a case in point. The need for these more 
rigorous assumptions and procedures is occasioned by the fact 
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that the problem that gave rise to them has previously been ignored 
or found intractable. 

But still the empiricist might say : “I am not so interested in 
good estimates of structural coefficients as in formule for pre- 
diction. Is all this additional labour worth while?” The 
answer to this further question is supplied by Prof. L. Hurwicz on 
pp. 266-70. Briefly, if the structure of the model does not change 
from that previously observed, prediction by least-squares 
possesses certain desirable properties. If, however, any aspect of 
the structure of the model has changed, and provided this change 
can be specified, then the new methods, conditional upon the 
underlying assumptions being fulfilled, give closer predictions for 
large samples than any other methods utilising the same or less 
information. 

The Cowles Method provides a very convenient point of depar- 
ture for attacks upon the many intricate problems that remain. 
Apart from those already alluded to, there is a great need for 
estimation procedures that permit of non-linearities in models and 
multiplicative rather than merely additive disturbances. We also 
need more information as to the minimum necessary degree of 
knowledge required of equations in the model other than the ones 
in which we are directly interested, if good estimates are to be 
obtained at low cost. 

In this sense alone this volume must be proclaimed a distinct 
advance. 

Matcotm R. FIsHER 
Cambridge. 
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REVIEWS 


The Political Element in the Development of Economic Theory. 
By Gunnar Myrpau. Translated from the German by 
PauL STREETEN. (London: Routledge & Kegan Paul, 
1953. Pp. v + 248. 25s.) 


THis important book appeared in Swedish in 1929. It was 
soon afterwards translated into German, and in its German 
version it had a wide influence. The appearance of an English 
translation (which will henceforward be the only version that is 
readily available, since both the Swedish and the German editions 
are out of print) is therefore to be welcomed. It has been a nuis- 
ance that a book, which can now be seen to mark a very significant 
stage in the development of economic thinking, has been so long 
out of reach. 

The English reader, coming to Myrdal’s book for the first time, 
will naturally bracket it with Robbins’s Nature and Significance of 
Economic Science, though it should be noticed that it is a little 
earlier than Robbins’s book. Both can now be regarded as classics 
of the positivist, anti-normative tendency, which (never quite 
unrepresented among economists) came into particular prominence 
«i that particular time. Many of the arguments advanced in the 
two books run very closely parallel. But Myrdal is more of an 
extremist than Robbins; he carries his agnosticism to greater 
lengths. Robbins wields his axe with gusto, but at the end of his 
operations it is only the undergrowth that has been cleared away ; 
the tree still stands. When Myrdal has finished, it lies flat. 
Some will feel that his carriage of arguments to their logical con- 
clusion is a sign of Myrdal’s superiority; others, including the 
present reviewer, that Myrdal’s is a reductio ad absurdum which 
proves no more than that Robbins also went too far. It must. 
nevertheless be granted that in our search for an acceptable stand- 
point in these difficult matters Myrdal has at least performed the 
function of putting up a flag at one corner of the field. 

As Robbins is to Cannan, so Myrdal is to Cassel; the positivist 
tendency, already apparent in Cassel’s work, is given by Myrdal a 
more explicit statement. There is indeed one respect in which the 
derivation from Cassel is a weakness; for it leads Myrdal to take 


over Cassel’s view that demand theory (positive demand theory) 
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can be entirely based, in Cournot's manner, upon the simple 
demand curve or price—quantity relationship, without any assump- 
tion about a scale of preferences, even an ordinal scale, lying 
behind it. The rejection of cardinal utility, which is common to 
Myrdal and Robbins, is accordingly extended by Myrdal into a 
more thoroughgoing rejection of subjective valuation theory 
altogether. This is, no doubt, one of the sources of his extremism ; 
but there would seem to be some indication, from the (very brief) 
preface that the author has contributed to the present edition, 
that he may have changed his mind to some extent upon this 
question. If so, one of the more obvious differences between 
Myrdal’s approach and Robbins’s would fall to the ground. 

Much more important than this is the fact that the normative 
economics, which Myrdal attacked, was that which provided, in 
the hands of the older British economists, and of contemporary 
economists on the Continent, an intellectual foundation for 
economic liberalism; while that which Robbins attacked was itself 
on the way towards an abandonment of liberalism, at least in its 
pure form. Politically, therefore, the books appear to be in 
opposite camps. While Robbins is, ultimately, a traditionalist 
who is not concerned to do more than lop off what he conceives to 
be excrescences on the main tradition of economic thinking, 
Myrdal attacks the tradition itself. The similarity of the weapons 
employed does not conceal this radical difference. 

The core of Myrdal’s argument may be summarised in the 
following propositions : Every economic change affects distribu- 
tion as well as production, and the two aspects can never be dis- 
entangled. There are no economic grounds on which we can say 
that one system of distribution is better than another; and since 
every change affects distribution, this means that there are no 
economic grounds on which we can say that one state of affairs is 
better than another, or that any change can be made with advan- 
tage. In order to come to conclusions about advantage, we must 
introduce value-judgments from outside economics. The econo- 
mists of the past have always implicitly introduced such value- 
judgments; but because they have done so implicitly rather than 
explicitly, they have arrived at conclusions which do not follow 
from their overt premises, and have therefore exhibited a con- 
cealed political bias. That bias Myrdal desires to expose, in the 
interests of an economics which is to be purely scientific, which is 
to explain, but in no way to prescribe. This is the outline of his 
contention; further details are perhaps hardly called for, since 
(though hardly anyone has carried it as far as Myrdal) the genera! 








— tet. Oo 2 Ot OCUklCOUk 


a 











1954] MYRDAL: POLITICAL ELEMENT IN ECONOMIC THEORY 795 





nature of the argument which he advances has now, a quarter of 
a century later, become quite familiar. 

One or two comments upon his position may, however, be 
made. It is one of Myrdal’s merits that he makes the issue hang 
so directly upon the dichotomy between production and distri- 
bution; for it is here, rather than in any side-issue about the 
measurability of utility, that the crux is really to be found. It is 
accordingly no accident that the part of his analysis which will 
be most readily accepted—which is indeed already most widely 
accepted—is that which deals with public finance. For in tax 
questions the distribution aspect is primary; effects on pro- 
duction, if they come in at all (and they may be quite unclear), 
are of secondary importance. The attempt to lay down canons 
of taxation which are free from ‘‘ value judgments,”’ which are 
independent of political principles, was always a vainone. Neither 
the utility theory of Edgeworth and Pigou nor the benefit theory 
of Wicksell and Lindahl have much power to carry their readers 
with them. 

But surely, in relation to economics as a whole, taxation is a 
somewhat special case. There is no shortage of economic prob- 
lems which lie at the other extreme, problems in which the pro- 
duction aspect is clear, while the distribution aspect (when long- 
term as well as short-term effects on distribution are considered) 
is rather hazy. It would be wrong to claim that even these prob- 
lems are entirely unaffected by Myrdal’s indeterminateness; but 
there is a respectable case for the classical (and modern) practice 
of treating them, as a first approximation, as if they were. As 
soon as there is allowed to be some justification in this procedure, 
even over a limited field, the whole picture changes. 

It should be noticed that the concepts which Myrdal must 
banish do not only include such obvious targets as utility and 
welfare; they also include the real national income. He cannot 
even grant that maximisation of real income (in any sense) is a 
proper economic norm. Now one can readily admit that real 
income is a tricky concept, and (with Pigou) that its maximisation 
does not have unconditional priority over other objectives; but 
the abandonment of these ideas is precisely the point at which the 
present reviewer (and no doubt many others) would desire to 
stop short. The efforts which some of us have been making to 
find a new basis for “‘ Welfare Economics ”’ (efforts which are use- 
fully summarised by Mr. Streeten in an appendix to his translation) 
have been a search for a way by which one can avoid that abandon- 
ment. Though they have suffered by claiming greater success 
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than they have attained (or than is perhaps attainable), one 
modest claim may still be made for them. They have shown that 
there exist a fair number of problems for which the concept of 
real income is a useful guide, and the increase of real income a 
reasonable objective. Once this is granted, the development of 
economic principles recovers its unity. We can respect our fore- 
bears, not merely because they incidentally discovered some 
things which we think to be important, but because the things 
which to them seemed central retain their importance to us 
also. 

When one is dealing with those later writers who take what is 
substantially Myrdal’s view, one is tempted to ask, in view of their 
insistence that policy must depend upon value-judgments that 
are extra-economic, where in fact do these value-judgments come 
from? If they are to be wisely formed, they must be based upon 
some discipline; if not on science, then on philosophy. Why 
should we assume that economics has nothing to contribute to 
that philosophy? But in Myrdal’s case the answer to these 
questions is clearer than it is with some others; it becomes clearer 
still if we read this book with some thought of his later work. 
What he is doing here is to turn away from economics towards 
sociology. It is because he conceives of a sociology that will give 
him some basis for value-judgments that he is willing to go so far 
in extruding them from economics. The admiration which one 
feels for his accomplishment in that wider field sweetens the taste 
of this book. But we economists, who will never be sociologists, 
must make our philosophy, not neglecting what he can teach us, 


from what we can learn by ourselves. 
Joun Hicks 
All Souls College, 
Oxford. 


Essays in Positive Economics. By MILTON FRIEDMAN. (Chicago: 
University of Chicago Press (London : Cambridge University 
Press), 1954. Pp. v -+ 328. 43s. 6d.) 

In its subjects, though not in its arrangement, this volume 
falls roughly into two halves, one devoted to methodology, with 
particular reference to demand analysis, and the other to monetary 
policy and theory: in particular, to the possible dangers of full- 
employment policies, to the monetary and fiscal requisites for 
economic stability, the case for flexible exchange rates and the 
problems of a commodity reserve currency. 
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The Introduction, which is the title or “ keynote” essay, 
elucidates the Methodology of Positive Economics. After mark- 
ing off positive analysis from normative judgments, Professor 
Friedman lays down the prime object of positive economics as 
being the making of more and more accurate predictions. Pro- 
fessor Friedman then ventures on a generalisation, characteristic 
of optimistic liberal social scientists, that “‘ currently in the 
Western world ” differences about economic policy derive pre- 
dominantly from differences on the “ positive ”’ side, that is from 
“ different predictions about the economic consequences of taking 
action—differences that in principle can be eliminated by the 
progress of positive economics—rather than from fundamental 
differences in basic values ” (p. 5). Perhaps there is a trace here 
of what Professor Friedman later in the book calls “ casual 
empiricism.”” Anyhow, Professor Friedman is not haunted by 
what has recently been called the Spectre of Predictable Man. 
Predictions, Professor Friedman continues, must be based on a 
“theory,” in the sense of an explanatory hypothesis which—or 
the implications of which—must, as far as possible, constantly 
be tested empirically. As an example of a highly significant 
hypothesis, Professor Friedman holds, for a rather mixed bag of 
reasons, that ‘‘ confidence in the maximisation-of-returns hypo- 
thesis is justified ” (p. 22). He points out, however (p. 1€n.), 
that the defence of the marginal maximising analysis of the firm 
is apt to come “ perilously close to presenting the theory as a 
pure tautology.” Professor Friedman does not explain how he 
disposes of this peril, that is, the problem of the content of the 
maximand in the maximisation hypothesis. By and large, how- 
ever, it seems that the positive economist takes a very sceptical 
view of most modern work on the firm since about 1890. He 
holds that descriptive questionnaire studies of business-men’s 
motives and behaviour are “ almost entirely useless’ (p. 31 n.) 
as a means of testing economic hypotheses. Then again, “ the 
theory of imperfect or monopolistic competition developed by 
Chamberlin and Robinson . . . possesses none of the attributes 
that would make it a truly useful general theory” (p. 38). In 
fact, “‘ positively ’ there seems to have been very little pro- 
gress in this field since Marshall’s Principles, and very little 
in monetary theory since the quantity theory was first fully 
developed: “‘ The weakest and least satisfactory part of current 
economic theory seems to me tc be in the field of monetary 
dynamics ”’ (p. 42). 

The main message of the two following papers on price theory 


> 








798 THE ECONOMIC JOURNAL [DEC. 


is also methodological. In the well-known paper on Marshall’s 
Demand Analysis the methodology is blended with valuable 
analysis of the demand curve, and with some very questionable 
speculations as to Marshall’s precise meaning. The culminating 
theme is the contrast between Marshall’s conception of economic 
theory as an instrument for explaining and predicting economic 
behaviour, and the—in Professor Friedman’s view—widely-held 
modern conception of economic theory, according to which abstract 
generality, mathematical elegance, and refined hyper-precision, are 
the main criteria. There is here, undoubtedly, a valid and import- 
ant contrast, developed with much penetration. But itis very un- 
fortunate that Professor Friedman employs the term “‘ Walrasian ” 
as a pejorative adjective to denote the conception of economic 
theory which he, very justifiably, wishes to criticise. If ever there 
was “casual empiricism ”’ here it is. Not a syllable of Walras’ 
writings is quoted to justify taking his name in vain. It is quite 
true that some modern theorists, who have obviously inclined to 
the conception of economic theory which Professor Friedman is 
attacking, have derived something from Walras (as from other 
sources). But the same conception has been manifest in other 
writings (for instance, on imperfect competition) which owe 
nothing whatsoever to Walras. The most certainly and positively 
valuable contribution of this essay is its examination of different 
types of demand curveand of the none-too-clear underlying assump- 
tions of partial analysis. But it is not clear what sense there can 
be—unless one is getting down to definite empirical cases—in 
arguing that one definition of the demand curve must somehow 
be generally superior to, or more significant than, another slightly 
different definition. 

The next paper deals with the fallacy in the traditional theoret- 
ical case against indirect taxation, which Professor Friedman 
traces to the use of the “ usual” type of demand curve rather 
than the “ Marshallian-Friedman” type. We would be 
content to connect the fallacy with failure to grasp the more 
general notion, that as Professor Friedman puts it, “ formal 
analysis can seldom if ever give easy answers to hard problems ” 
(p. 112). 

The surely highly ‘“‘ normative” (rather than “ positive ’’) 
papers on monetary policy occupy the middle part of the book, 
which closes with two earlier critical essays, one devoted to 
Lerner’s Economics of Control and the other to the penetrating 
and deservedly well-known attack on Lange’s Price Flexibility 
and Employment. Here, with unerring discernment and felicity, 
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Professor Friedman characterises the methodological features of 
Lange’s elegant and not untypical piece of analysis: its “ taxo- 
nomic theorising ”’—a term Professor Friedman revived from 
Veblen; its “‘ casual empiricism ”’; its use of friction as a deus 
ex machina; and its (surely very Ricardian and not Walrasian) 
“ verbal mathematics ”’ with their almost unavoidable tendency 
“to state conclusions that flow from special assumptions as if 
they had wider relevance and to stress special cases that lead to 
conclusions of particular interest ” (p. 300). 

There is, of course, much to disagree with in this volume, and 
possibly a certain amount which Professor Friedman himself will 
disagree with in five or ten years’ time. But there is so much that 
is acute, independent and stimulating, that this collection of 
essays should be widely and warmly welcomed. 

T. W. Hutcuison 
London School of Economics. 


Britain in the World Economy. By Sm DENNIS ROBERTSON. 
(London: Allen & Unwin, 1954. Pp. 92. 7s. 6d.) 

THis work is composed of four lectures delivered at the 
University of Virginia in March 1953. The first lecture, entitled 
The Mother Country, describes the position of Great Britain 
herself, as the war and post-war policy have formed it, particularly 
the progress made in rebuilding the export trade and the capital 
equipment of industry. Sir Dennis has been able, in the published 
lectures, to correct the unduly pessimistic view of savings which 
he based on the National Income Statistics of 1951, since the 
return for 1952 became available a few weeks after the lectures 
were delivered. 

The second lecture is concerned for the most part with a 
description of the Sterling Area and its history. The Sterling 
Area has worked, though not perfectly, and, in regard to the self- 
governing members, Sir Dennis sums up : 


‘* All of them have sinned at one time or another in failing 
to control their own internal inflation. All of them are now 
trying to do better, and to co-ordinate their efforts more 
closely with one another. None of them would be sensible 
to seek to quit ’’ (pp. 46-7). 


When he turns to the British Colonies and dependencies, he 
defends the Mother Country against the accusation that the 
enormous increase in their sterling balances since 1945 has 
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been an abuse (pp. 47-8). He recognises to the full the obliga- 
tion to develop them and raise their standard of living. But 
he deprecates the “peculiarly woolly form of semi-philan- 
thropic, semi-predatory, pseudo-imperial mystique,’ which 
blinds some people to the essential condition, the creation, 
“by increased production or reduced consumption at home, 
of a persistently favourable balance of payments by the Mother 
Country ”’ (p. 51). 

The third lecture provides a balanced view of the Dollar 
Shortage. While admitting that some of the countries which 
suffer from this trouble have in part themselves to blame (pp. 55- 
6), Sir Dennis Robertson indicates in concise form what the 
United States could contribute in the guise of the good creditor 
(pp. 63-70). 

Of the American business fluctuations, which have been 
such an embarrassment to other countries, he comments : 

“the social and political forces making for perpetual infla- 
tion are tremendously strong, and it may be that it is only 
through minor recessions of this kind that, even here, the 
reputation of money as a measure and store of value can be 
prevented from being irretrievably undermined ”’ (p. 60). 


Is he not here a little too acquiescent in chronic inflation ? 

Perhaps the most noteworthy part of his treatment of the 
Dollar Shortage is the passage where he points out a defect in 
the smooth working of the principle of comparative costs. 
According to that principle, a balance ought always to be attain- 
able between any two trading areas, however great the gap 
between them in productive power (p. 56). But suppose that the 
rich area, in virtue of its high rate of accumulation and techno- 
logical progress, is constantly introducing new methods and 
processes which involve a far-reaching revision of comparative 
costs. The poor area may find over and over again that its 
export industries lose the comparative advantage on which they 
have been relying and wither away (pp. 58-9). Would it not do 
better to preserve the continuity of its own humble industries 
at the cost of forgoing the advantages of trade with its rich 
neighbour ? 

The concluding lecture is on Discrimination, more particularly 
on the discriminatory effects of a customs union, such as American 
opinion has so often urged for Western Europe, or of a preferential 
union, such as American opinion has so emphatically condemned 
for the British Empire. Sir Dennis Robertson shows that, if a union 
is to produce substantial results, the industries of the countries 
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forming it, “‘ to start with, should be highly similar and therefore 
competitive, but that there should be between them great un- 
explored potentialities of diversification and therefore of co- 
operation ” (pp. 73-4). 

In his analysis of unions (pp. 72-3) he distinguishes the case 
where the participating countries ‘‘ make for each other things 
which each of them, while mutual restrictions were in force, found 
it cheaper to import from” outside countries, from the case 
where they “make for each other things which each of them 
used to make less efficiently for itself.’’ The former is no gain 
to anyone; the latter is clear gain, at any rate in a more produc- 
tive division of labour. It is only for the latter that he recommends 
economic systems which are “actually highly competitive, but 
potentially highly complementary or co-operative.” Yet is not 
the former, by which dollars are to be saved, the primary aim of 
current proposals for European union ? 

Sir Dennis Robertson has compressed a remarkable wealth of 
ideas in the eighty-three pages of his lectures, and has expressed 
them with the lucidity and literary felicity which we always expect 


from him. 
R. G. Hawtrey 


London. 


British Public Finances. Their Structure and Development, 
1880-1952. By Ursuxta K. Hicks. (London: Oxford Uni- 
versity Press, 1954. Pp. v + 225. 6s.) 


Into the brief space of 220 small pages Mrs. Hicks has com- 
pressed an amazingly large amount of material. Beginning her 
story in 1880, she shows in successive chapters the way the public 
sector of the economy has grown, the principal forms taken by 
public expenditure and the main changes in the structure and 
pattern of Government revenue over the last eighty years. Sub- 
sequently she turns her attention to the problems of local authori- 
ties, fiscal policy designed for income-stabilising purposes and 
finally loan finance and debt management. A compact series 
of tables and charts, together with a useful bibliography, complete 
the book. 

It must be said straight away that as a simple description of 
the anatomy of British public finances, the book is extremely 
successful and is bound to become the stock-in-trade of all British 
students at the beginning of a public-finance course. The whole 
book shows a deftness of touch and a wealth of learning which few 
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others could have matched in this field. The choice of period is 
itself a good one—from the high noon of Victorian finance to the 
re-birth of monetary policy in 1951. Not the least of the merits 
of the book is the way tne author has attempted to incorporate 
any very recent statistical information which is relevant to her 
purposes. 

Obviously, no two people would agree over the precise con- 
tents of such a small book about such a long period. Never- 
theless, it is interesting to recollect that the present author 
declared in her Public Finance (published in 1947) that there was 
no discussion of public borrowing and debt management in that 
book, mainly because (loc. cit., p. xii) “ the introduction of 
technical detail in a book of this nature would require a descrip- 
tion and interpretation of monetary and credit institutions which 
belong more properly to the field of money and finance.”’ Does 
not the same point hold a fortiori in an even smaller book? In 
many ways this chapter is the most unsatisfactory, precisely for 
this reason. Or is it that the author feels that debt problems 
could be omitted from a book written when fiscal policy was the 
only horse on the course, but must be reinstated now that mone- 
tary and fiscal policy run together in harness again ? 

At some points the discussion is perhaps a little elliptical. 
The chart on p. 11 and the accompanying discussion suggesting 
that public expenditure currently runs at some 40°% of the net 
national income hardly does justice to a tricky subject. How 
many students will realise that the figure of expenditure includes 
all such items as transfer payments, and therefore grossly exag- 
gerates the absorption of real resources by the public sector? 
Mrs. Hicks is also a great believer in the gospel according to the 
National Income Blue Book. It might have been wiser to throw 
out one or two hints to the less sophisticated that the official 
divisions of taxation, estimates of inter-sectoral flows and the 
like are not a form of revealed truth, but rest on various theoretical 
pre-conceptions, and therefore in the nature of things cannot have 
any greater validity than these pre-conceptions. Sometimes 
loose ends could have been tied up a little more tightly. Thus on 
p. 84 it is explicitly stated “liability to income tax does not 
determine prices,’’ whereas on p. 86 it is argued that profits tax 
tends to drive capital from risky to safe investments. The less 
percipient may very easily fail to realise that the latter point 
applies in the case of income-tax too, and that therefore the argu- 
ment on p. 84 is subject to modification in this respect. From 
time to time the author yields to the temptation to ride particular 
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hobby-horses (such as the discussion of an annual capital tax and 
the possibility of an expenditure tax, on pp. 99-101) which do not 
seem very necessary to the main trend of the argument. 

The student must therefore be warned about the brevity and 
partial nature of some of the author’s judgments. With this 
reservation, the book can be strongly recommended to all those 
interested in a bird’s-eye view of the recent development and 
present position of the British system of public finances. 

A. R. Prest 
Christ’s College, 
Cambridge. 


An International Economic System. By J. J. Potak. (London : 
Allen & Unwin, 1954. Pp. 179. 21s.) 


THE object of this study is to get a knowledge of the working 
of the international economic system. Three basic relationships 
are used to represent the international system: that defining 
national income as the sum of consumption, investment and net 
exports; that postulating consumption as a linear function of 
income; and that postulating imports as a linear function of 
income. These relationships are elaborated to make some 
allowance for changes in the relative price of imports and 
exports; for substitution between home-produced goods and 
foreign-produced imports, and between home-produced and 
foreign-produced exports; for import restrictions; and for 
autonomous investment. Some consideration is also given to 
time lags, but it is deemed that for the purpose in hand time lags 
are of secondary importance. 

The model is applied to statistical data of twenty-five countries 
in the inter-war period. The coefficients of the equations are 
found by the technique of correlation. Perhaps the most salient 
conclusion the author draws from his work is that relations with 
the outside world are more important as prime movers of fluctua- 
tions in the national economy than are national factors such as 
government finance or domestic investment. This is obviously 
an idea of great interest, but for the reasons indicated below it 
would be inadvisable to regard it as much more than an hypo- 
thesis at present. The author has computed a number of coeffi- 
cients. The value of his foreign trade multiplier lies between 
1 and 5-36 (except in the case of Norway, where it came out at 
less than unity). The proportionate change in exports resulting 
from a given percentage change in world trade was found to range 
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around the value of unity. The marginal propensity to import 
varies around the value of one-half. From these coefficients the 
author derives an “international reflection ratio’’ for each 
country, an average of which gives his world multiplier. Accord- 
ing to his calculations an autonomous decrease in imports 
“would, through the operation of the international economic 
system, lead to a further reduction of world trade of about equal 
size”’ (p. 164). Estimates are also given of price elasticities. 
In many cases these come out positive, and in those where the 
sign is negative the absolute value is low—usually less than 1. 
Mr. Polak does not regard these coefficients as a reliable measure 
of the price elasticities themselves; nevertheless he believes 
that they function as “ cleansing” variables minimising the in- 
fluence of price effects upon the other coefficients. 

The author is not unaware of the criticisms which have been 
raised against the fitting, by the least-squares method, of individual 
relations out of a total system. He takes the view “ that these 
weaknesses are not too serious for the type of measurements made 
in this study” (p. 62). The equations were, moreover, not 
automatically applied : on the contrary, different variables were 
incorporated in the equations for different countries and the 
values obtained for multipliers, elasticities and correlation 
coefiicients were themselves used as a guide in deciding what 
equations should finally be used. 


ce 


“ To some,” Mr. Polak writes “ this procedure may appear 
as unpermissible ‘ doctoring’; ‘doctoring’ of the figures 
to agree with the theory and ‘ doctoring’ of the theory to 
agree with the figures. More generously, and it is hoped, 
more accurately, the method may be described as an attempt 
to make an integrated analytical description of actual 
economic events on the basis of the total knowledge avail- 
able—theoretical knowledge, statistical knowledge, and 
general descriptive information ”’ (p. 63). 


No attempt will be made here to discuss the fundamental 
questions which arise as to the meaning and method of econo- 
metric work of this sort. To the present reviewer it seems that 
the meaning of the results finally achieved is by no means clear. 
Does the method used escape the notorious difficulties, such as 
the presence of multi-collinearity and the problem of identifica- 
tion, which hinder attempts to distinguish specific relationships 
in an interdependent system? However, if one questions the 
approach used, one ought to offer a satisfactory alternative— 
and this the reviewer is in no position to do. Pending such a 
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radical advance in basic econometric theory, work of the kind 
carried out in this book can probably teach us—particularly 
those actually performing it—quite a lot about the way the system 
works. In spite of the queries that may be raised, this book is a 
welcome contribution in a field where it is only too easy to knock 
down and exceedingly difficult to build up. To solve the funda- 
mental problem of how far and in what circumstances structural 
economic relationships can be derived from empirical observa- 
tions, more work must be done on the theoretical side of dynamic 
economic systems. But attempts at empirical work even if 
premature may, by giving a closer knowledge of the facts, help 
us indirectly towards an understanding of the basic problem. 


HELEN MAKOWER 
London School of Economics. 


The Mechanism of Economic Systems—An Approach to the Prob- 
lems of Economic Stabilisation from the Point of View of 
Control-System Engineering. By Arno~p Tustin. (Lon- 
don: Heinemann, 1954. Pp. xii + 161. 25s.) 


THERE are certain formal similarities between the problems of 
devising policies for economic stabilisation and those of designing 
automatic control systems in engineering. An automatic control 
system is made up of a number of interrelated components. The 
dynamic characteristics of each component can usually be de- 
scribed fa ‘rly accurately by a differential equation. The complete 
control system can therefore be represented by a system of equa- 
tions or mathematical model. Methods have recently been de- 
veloped by engineers for anaiysing the dynamic properties of quite 
complex models, and procedures have been evolved for finding 
ways in which a given system may be modified to reduce the 
fluctuations which occur when it is subjected to external distur- 
bances. These methods and procedures can also be used for the 
analysis of dynamic process models in economics. There are 
several good books on the theory of closed-loop control systems, 
but they are written for engineers, and the technical language 
and examples used form an almost impenetrable barrier to those 
who have not had engineering training. Economists will there- 
fore be grateful to Professor Tustin, who is head of the Depart- 
ment of Electrical Engineering in the University of Birmingham, 
for writing a book on the subject which enables them to avoid 
these difficulties and for suggesting possible applications of the 
methods to the study of the problems of economic stabilisation. 
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The book commences with a brief description of the structure 
of systems of mutual interdependence, illustrated by some familiar 
economic models. Unfortunately, Professor Tustin has used his 
own private method of diagrammatic representation of these 
systems instead of the standard type of block diagram used in the 
engineering literature. The main principles of system analysis, 
presented in Chapter ITI, involve the use of a graphical technique, 
the Nyquist diagram, for finding the frequency and damping of 
the free modes of oscillation of linear dynamic systems. Professor 
Tustin’s exposition is admirably lucid and concise, and can be 
followed by anyone with a moderate knowledge of mathematics 
and some familiarity with differential equations. Only one 
example is given (pp. 72-8) of the most important use of Nyquist 
diagrams, that is, as an aid in finding ways of modifying a system 
in order to improve its stability. This is not a deductive process; 
but an art requiring skill and judgment which can only be ac- 
quired by considerable practice in the use of this and other 
techniques. It would have been an advantage if more space had 
been devoted to this problem. 

Although Nyquist diagrams enable one to gain valuable insight 
into the dynamic properties of fairly complex linear models, they 
cannot be used for analysing the more elaborate non-linear models 
that would be needed for an adequate representation of the 
economic system. Professor Tustin suggests that some further 
advance might be made by the construction of a special analogue 
machine for the study of more realistic models. Using a combina- 
tion of econometric and trial-and-error methods, the system of 
relationships, forms of the time lags and values of parameters of 
the analogue might be adjusted to produce as good a “ fit” as 
possible to historical time series, and the resulting system used in 
making economic forecasts and formulating policies. 

This would be a very ambitious project. Apart from the 
engineering problems involved, it would require a close co- 
ordination of theoretical, statistical and historical studies in 
economics, since it appears probable that different models could 
be fitted to the same empirical data if different judgments were 
made about the changes or disturbances which had occurred in 
the system. Partly for this reason, however, analogue machines 
may prove to be important instruments in economic research. It 
is possible, too, that existing types of electronic simulator may be 
more suitable for this purpose than Professor Tustin implies. 

Professor Tustin’s book contains material of fundamental 
importance for all who are engaged in either theoretical or em- 
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pirical studies of dynamic processes in economics. It throws new 
light on the possibilities and the difficulties of quantitative research 


in this field. 
A. W. PHILLIPS 
London School of Economics. 


Problemen der moderne economische politiek. By F. Harroa. 
(Leyden: Stenfert Kroese, 1953. Pp. xii + 204. f. 9.75.) 


In dividing his discussion into two parts, concerned respectively 
with principles and with practice, Dr. Hartog might almost be 
said to have given us two books in one. In both parts he is 
concerned with that rather mysterious thing called ‘‘ economic 
policy.” In the earlier and shorter section concerned with theory, 
this leads him to discuss various venerable questions which have a 
habit of presenting themselves in a new guise to each succeeding 
generation. What is the place and the function of the economist 
in relation to the urgent practical problems of the world? Is 
economics a pure science concerned with the accumulation and 
the ordering of verifiable knowledge? Or is economics a norma- 
tive science, with the economist an expert consultant? And if 
there are universally valid economic principles and laws, what, one 
asks in these days, is desirable or practicable in the way of authori- 
tarian intervention? In a world where governments (as some 
suggest) do what they like in the economic field, what becomes of 
our old friend “economic law’’? Or may there be a nemesis 
round the corner in the form of a chaos of bottle-necks and 
recurrent crises ? 

Inevitably it is primarily with the State, with “ authority,” 
that Dr. Hartog is concerned in his discussion of economic policy. 
In language that is not wholly familiar to us, he argues that 
“authority ” is not one of the original ‘* economic subjects ”— 
as are, for instance, the consumer, the undertaker, labour, capital 
and so on. Wherever the State appears, its characteristic 
attribute is compulsion; and it may enter the economic field 
with two purposes in view. It may seek to provide for the satis- 
faction of collective needs; or it may intervene in the economic 
process in order to achieve ends which are not attainable by the 
operation of the price mechanism. 

A large part of Dr. Hartog’s discussion, both on the practical 
and theoretical side, is concerned with the distinction between 
means and ends (if we may so translate Taakstellingen). The 
tasks to be achieved represent the ultimate ends of economic 
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policy; the means are derivative. Broadly, these ultimate ends 
represent the province of politics, while the “ Instruments ”’ (to 
use Dr. Hartog’s term) are the concern of economics. In accord- 
ance with this point of view, Dr. Hartog belongs to the tradition 
which rejects the possibility or the usefulness of a “ normative 
political economy.” This somewhat untranslatable branch of 
knowledge called ‘‘ economische politiek ’’ (defined somewhere as 
the economic aspect of politics) must face up to the possibility 
of all manner of ends, which are part of the data in any situation. 
On somewhat similar grounds Dr. Hartog rejects the idea of 
“‘ welfare economics.” It is not for the economist to prescribe 
the end, and there are too many conflicting ideas as to what con- 
stitutes welfare. The end, the target, must first be determined in 
the political field, and thereafter accepted by the economist. The 
function of the economist in such matters is seen in at least 
two directions. In the world of to-day, where the State in most 
cases aims simultaneously at a multiplicity of targets, there is 
a very real danger of inconsistency among the ends. It is pre- 
eminently the task of the economist to underline and expose 
such inconsistencies. So also, accepting the ends as given, he 
may suggest more effective means of getting there. It all sounds 
rather like a time-honoured definition of the relation of the Civil 
Servant to his Minister. 

One other point serves as a transition between the theoretical 
discussion in the earlier part of this volume and the survey of 
recent economic policy in selected countries which takes up most 
of Dr. Hartog’s book. There are certain ends—“ tasks ’—which 
the State desires to realise; there are certain “ instruments ”’ at 
its disposal for the achievement of these ends. The question 
arises as to whether these instruments are effective, whether the 
end is achieved. And here Dr. Hartog, in drawing a distinction, 
makes use of familiar phraseology in rather an unusual sense. 
For, if we may put it so, the “instruments’’ may be under- 
applied or over-applied. Available instruments from the arsenal 
of economic policy may be withheld from use, or on the other hand 
they may be, unnecessarily, forced on the system. The former 
Dr. Hartog describes as “ right-doctrinaire,” and the latter as 
*‘ left-doctrinaire ”’ (p. 55). The distinction and the phrase- 
ology colour much of the discussion in the later sections of the 
book. 

Along these lines Dr. Hartog turns in the main part of his 
discussion to a consideration of the post-war economic policy in 
four contrasting European countries. The period studied extends 
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from the end of the war to the outbreak of the Korean War, 
which he regards as opening a new phase. The countries studied 
are Belgium, Western Germany, the United Kingdom and Sweden. 
The section devoted to Sweden is perhaps somewhat sketchy, 
but in the case of the other three countries, Dr. Hartog contrives 
in the comparatively short space available to present a reasonably 
comprehensive, well-informed and critica] account of the economic 
conditions and problems over the years surveyed. In each case, 
true to the scheme he has prescribed for himself, he deals with the 
background, the ‘“‘ ends ”’ kept in view which, needless to say, have 
occasionally varied from time to time, the “ instruments ” used 
for the attainment of these ends and the “ results.”” And again 
true to his framework, he considers how far there have been 
elements which, on his definition, can be described as “ right- 
doctrinaire ”’ or “ left-doctrinaire.” In a territory so abounding 
in hares of all kinds, Dr. Hartog quite naturally starts a goodly 
number, which it would be engaging sport to pursue. It would 
be interesting, for instance, to consider whether the English frame 
of mind is quite so “ disciplined ” as he assumes it to be; for, 
indeed, he makes this almost the corner-stone in his explanation 
of what has happened in this country. Or again, is it possible 
to isolate the influence of the Welfare State on productivity with 
such arithmetical precision as he appears to hanker after? Alto- 
gether this is a well-informed and thoughtful book, resting on a 
useful approach to the problems of these recent times. 
ALEXANDER GRAY 


ad 


Edinburgh. 


Monopoly and Competition and their Regulation. Papers and 
Proceedings of a Conference held by the International Economic 
Association. Edited by E. H. CuampBerruin. (London: 
Macmillan, 1954. Pp. xvi + 549. 36s.) 


Any collection of papers is difficult to review. This one is 
especially difficult, for two reasons. First, the Programme 
Committee commissioned a series of papers fitting into a scheme 
which is astonishingly coherent for a conference. For the par- 
ticipants this must have been a great advantage; but, inevitably, 
it produced some papers which surveyed the field without contri- 
buting anything really new. Secondly, the Committee of the 
International Economic Association asked Mrs. Henderson to 
record the main arguments which arose during the discussions 


following the papers. Most of the points arising from the papers 
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which I should otherwise have wished to make were made by 
others and clearly put in this record. 

Very briefly, the topics covered at the conference were : 

(1) Monopoly and Competition in Various Countries: eight 
papers designed to provide a comparative analysis of the problem 
of monopoly and competition in Canada, France, Italy, the Union 
of South Africa, the United Kingdom, the United States, Western 
Germany and Scandinavia. Participants were asked to survey 
the market structure, the form and success of Government 
regulation of monopoly, the general public attitude towards the 
desirability and possibility of maintaining competition, and 
research currently being done, to note any special features they 
wished and to provide a bibliography. (Some provided lists of 
references, others references in footnotes, a few only limited 
references in the text.) The surveys are mostly valuable sum- 
maries of the position up to 1951 ; (it is unfortunate that the pro- 
ceedings of a conference held in the autumn of 1951 should only 
be published in 1954). Professor Heflebower, for the United 
States, departs somewhat from his assignment, providing a critical 
rather than a descriptive survey; but since he is dealing with a 
country where the facts are already well known and well docu- 
mented, this is justifiable. Professor Boehm, for Western 
Germany, devotes, to my mind. far too much space to verbatim 
extracts from the decartelisation laws; and he also attributes 
rather too many evils to state control. 

For the reader, the most valuable papers may well be these 
country surveys and the factual information in Mr. McGregor’s 
paper on the Canadian technique of control, the two contributions 
on nationalisation, by Professor Lewis for the United Kingdom 
and Professor Jeanneney for France, and Professor Aubert-Krier’s 
survey of retail trade in France. 

This section concludes with a single paper by Mr. Corwin 
Edwards, based on the country papers and designed to bring out 
the issues they presented. It does far more than this; for, after 
commenting on the insufficiency of information, and the lack of 
standards of judgment about monopoly and competition, it 
poses a number of questions which need to be answered, both on 
how much competition we want and upon whether it is possible to 
preserve or secure what we may decide we do want. Like all Mr. 
Edwards’ works, this paper is full of illuminating remarks. 

(2) Forces Making for or Against Monopoly: two papers, by 
Professor Schneider and Professor Bain. Professor Schneider I 
found too doctrinaire in attacking monopolies, without saying 
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anything really new. Professor Bain provides a new framework 
of analysis for the effect of new entrants; but his policy conclu- 
sions rest essentially on his assumption that, if the barrier to new 
entrants is low, existing firms will try to reap monopoly profits and 
disregard the possibility of new firms coming in, whereas if it is 
higher they will not. He does not prove this; and to me it is far 
from self-evident. 

(3) Theoretical Problems of Competition: two papers, by Mrs. 
Robinson and Professor Chamberlin. Mrs. Robinson provides a 
very neat but not very new summary of why competition does not 
work, devoting most of her time to the point that ‘‘ supernormal 
profits are usually wiped out by new investment more quickly than 
subnormal profits are raised by disinvestment.’ Professor 
Chamberlin, dealing with the measurement of the degree of mono- 
poly and competition, points out that “‘ the various indices which 
can be constructed are limited in their meaning and will always 
require further interpretation, particularly in relating them to 
each other.” (Incidentally, could he not abandon the oft- 
repeated argument on the differences between imperfect competi- 
tion and monopolistic competition? Those who have not yet 
been convinced will surely not now change their views.) 

(4) Monopoly, Competition and Welfare: three papers, in- 
cluding Professor Aubert-Krier’s on French retail trade, already 
referred to. Professor Svennilson, in a brief and useful paper on 
monopoly, efficiency and the structure of industry, makes, among 
other points, the important comment that “ the emphasis, both in 
research and policy, should be shifted towards the effects of 
monopoly on efficiency,” since its effects on income distribution 
can be corrected. (This emphasis also emerges in other papers.) 
In particular, Professor Hennipman (in a different section) pro- 
vides a balanced, if somewhat inconclusive, survey of the effect 
of monopoly on economic progress. Professor Rothschild con- 
tributes a well-written article querying the whole basis of com- 
petition as a standard to be aimed at, and pointing out that many 
countries have never accepted it. (This point, again, is made 
elsewhere, notably in some of the country surveys, particularly in 
Professor Vito’s for Italy, in a passage quoted in the Introduction 
to the book.) 

(5) How to Make Competition Work : two papers by Professors 
Clark and Joéhr. Professor Clark’s contribution is interesting, 
though again not very new. It may be possible to combine what 
may be called the ‘“‘ Schumpeter ”’ advantages of monopoly and 
those of competition if rivals react sufficiently slowly to give the 
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innovator a period of substantial profits to repay his initiative. 
Professor Jéhr, who distinguishes between ‘“‘inducive”’ and 
“compulsive ’’ actions by Governments, approving the former 
but not the latter, I found unconvincing. 

(6) Techniques of Control: Here Mr. McGregor’s paper on 
Canada, already mentioned, stands alone; one on Norway had 
been hoped for. 

(7) Monopoly and Other Economic Problems: three papers, by 
Professor Hennipman, already mentioned, and by Professors 
Machlup and Lombardini. Professor Machlup, on stability, 
traverses a well-trodden field; he seems to me to underrate some 
of the ways in which monopoly may promote stability but to 
neglect the destabilising effect of those forms of agreement which 
are themselves insecure. Professor Lombardini discusses the 
question whether monopolies create rigidities; he suggests un- 
certainty as a new reason for a kinked demand curve, which he 
claims would have this effect ; with Professor Haberler, I feel that 
his case is a very special one. 

(8) Nationalisation as an Alternative to Private Monopoly: two 
papers by Professors Lewis and Jeanneney, already mentioned. 

This is a very bald and incomplete summary of a lengthy 
volume. Those who want a somewhat longer summary of most 
of the papers except the country surveys, as well as of the dis- 
cussions, should read Mrs. Henderson’s excellent Summary 
Record of the Debate. 

Throughout the papers, and perhaps still more the discussions, 
participants came back to the standards by which monopoly or 
competition should be judged, as a basis for a practical policy 
towards monopoly. As already mentioned, major emphasis was 
laid on efficiency, as opposed to the allocation of resources, the 
distribution of income or stability; but a further point was also 
brought out, the importance (or lack of importance) of competition 
as a way of life, by providing a means of freedom and opportunity 
for the individual. It was here perhaps, especially, that appeared 
the divergence of views between the Americans and the others 
noted in the introduction to the Summary Record of the Debate. 
There were also pleas, notably by Mrs. Robinson, for encouraging 
the good features of monopoly and discouraging the bad; but no 
general agreement emerged on which were which. 

Finally, many suggestions were made for further research, 
particularly in the practical field, which might help to answer 
these important questions. Professor Chamberlin, in his Intro- 
duction, said that he had no doubt that usable standards would be 
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forthcoming, but that it would take time. Never, surely, proven 
standards? Or ones agreed by the Governments of all countries, 
each with different social and political standards? But if the 
research suggested in this volume is carried out the area of differ- 
ence should be narrowed, and policies could be based less on pre- 
judice or tradition, and more on reason and present circumstances. 
RutH CoHEN 
Newnham College, 
Cambridge. 


An Introduction to the Study of Industrial Relations. By J. H. 
RicHarpson. (London: Allen & Unwin, 1954. Pp. 442. 30s.) 


PROFESSOR RICHARDSON in this book sets himself the task of 
dealing with general principles and problems rather than making 
a detailed analysis of the institutions and methods of any particular 
country although drawing illustrations from many parts of the 
world. This object is difficult to realise throughout in practice. 
On certain topics, such as trade unionism, the treatment tends to 
become largely descriptive and critical of national institutions 
and methods, mainly those of Great Britain. 

Another noteworthy feature of the book is the attempt to 
treat the subject according to the level at which the relationship 
arises, the main divisions of the book being workshop relations 
and collective relations. There are a number of matters, par- 
ticularly wages questions, where no such clear-cut distinction is 
possible. To meet this difficulty Professor Richardson departs 
from his primary division of the subject matter by including a 
separate section on wages and hours of work. This section is 
concerned more with principles than procedure. Neverthe- 
less, it does not prove entirely possible to avoid duplication 
between this section and those dealing with workshop and collec- 
tive relations, nor indeed with a further separate section covering 
state intervention. The separate treatment, however, of rela- 
tions at the work-place has considerable merit. It leads to a full 
treatment of human problems which are often subordinated in the 
study of industrial] relations to the more spectacular institutional 
problems associated with collective relations at the industry level. 

The author’s general approach to the question of wages is an 
attempt to harmonise the concept of free collective bargaining 
on an industry basis with the need for a national wages policy. 
The first element of a national wages policy—a national minimum 
—has, the author suggests, been in some measure already achieved 
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in Britain through the operation of statutory wage-fixing machinery 
and the provision of social security. On this structure he feels 
there could be built up a wages policy which would avoid both the 
rigidity of centralised control and the chaos of independent 
negotiations, and which would bring relative wages more into 
harmony with the skills and other qualities required in each 
occupation and industry. He suggests the establishment of a 
National Consultative Council on Wages representing the Govern- 
ment and the central industrial organisations which would have, 
as a main task, to consider how in conditions of full employment 
to avoid the generation of an inflationary spiral caused by wage 
advances out of keeping with growth of production. He con- 
templates that the Council might, in normal circumstances and 
subject to any special considerations, estimate the amount by 
which the total wages bill should be increased to compensate for 
increase in cost of living, and expansion in productivity. The 
estimates would be intended merely as guides to negotiating 
bodies. Each industry should secure a fair share of the prac- 
ticable total increase, and a trade union which tried to get too 
big a share “ would not be viewed favourably by unions in other 
industries.’’ Reference to arbitration of disputes on which there 
was failure to agree in the negotiating bodies would be voluntary, 
but would be encouraged by the Government. 

The policy which Professor Richardson advocates is no doubt 
intended as a long-term one. Hopes of its immediate realisation 
in practice in Britain are certainly not encouraged by the lack 
of cordiality with which industrial organisations have received 
the recent proposals put forward by the Government for the 
extension of voluntary arbitration and by the Courts of Inquiry 
into disputes in the engineering and shipbuilding industries for 
impartial investigation of the implications for th. national 
economy of wages claims. 

There are a number of factual errors to which attention may 
be drawn. The General Council of the Trades Union Congress 
(p. 183) consists of 35, not 32, members; 33, not 27, of them 
represent 18, not 17, trade groups and 2, not 5, represent women 
workers. The National Union of General and Municipal Workers 
has not ‘“ more than a million members ” (p. 192); it has about 
800,000. The cost-of-living sliding scale in the heavy steel 
trade has been revised several times since 1942, and the par- 
ticulars given on p. 283 are out of date. The Cleveland selling- 
price sliding scale was not in 1940 based on the selling price of 
iron (p. 285); the basis was altered in December 1937 to the 
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selling price of steel plates. It is misleading to state (p. 371) 
that awards of the Industrial Disputes Tribunal are not binding, 
when in fact they become, under Article 10 of the Industrial 
Disputes Order, an implied term of the contract of the workers 
concerned. Russia did not during the period referred to on p. 422 
retain membership of the International Labour Organisation ; 
her membership in fact terminated with her expulsion from the 
League of Nations and was only on April 26, 1954, resumed by 
declaration in accordance with Article 1(3) of the Constitution of 
the Organisation. 

This book will not supersede earlier works dealing with indivi- 
dual countries or topics, but it is a refreshingly new approach to the 
study of industrial relations. It represents in essence an attempt 
to provide the subject with a content apart from the details of the 
institutional structure peculiar to any individual country. 

H. 8. Kirkatpy 
Queens’ College, 
Cambridge. 


Management of Agriculture and Food in the German-Occupied and 
Other Areas of Fortress Europe. A study in military govern- 
ment. By K. Branpr in collaboration with O. ScHILLER and 
F. AnterimM. Stanford University Food Research Institute 
Series on Food, Agriculture and World War II. (Stanford, 
California : Stanford University Press (London: Geoffrey 
Cumberlege), 1954. Pp. ix + 707. 80s.) 


THis account of German food control in occupied countries, 
by Dr. Brandt of the Food Research Institute of California, is a 
monumental piece of work covering a vast field. He has had the 
help of Professor Schiller, formerly German Agricultural Attaché 
in Moscow, who was called up for war service in the Soviet- 
occupied areas, and of other experts including Dr. Ahlgrimm, of 
the German Nitrogen Syndicate, who was able to follow develop- 
ments both in Western Europe and the Ukraine. He has also 
had access to secret official reports found almost by accident 
among captured documents. A companion volume will deal 
with control of food and agriculture in Germany itself. 

In both World Wars food shortage has been Germany’s 
Achilles’ heel and contributed to her final collapse. One of 
Hitler’s objects in invading Russia was to exploit the agricultural 
resources of the Ukraine, but in this he was largely frustrated. 
A significant sentence in Dr. Brandt’s book sums up a long story 
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of ruthless stupidity : “‘ Thus the farmers were actually treated 
worse by the Germans than by the Soviet Government.”” The 
system of compulsory deliveries, which was accepted by farmers 
in Germany, never worked in the Ukraine, partly for patriotic 
reasons, and partly because Russian peasants had no use for 
paper money, when there was nothing to buy with it—a problem 
familiar to the Allies in the Middle East and elsewhere. In the 
absence of consumer goods there was no incentive to increase, 
or even to maintain, production. 

The same lesson, that force does not pay, is brought out by 
the story of food control in other countries. Norway, Denmark 
and the Netherlands were favoured by Hitler compared with 
France and Belgium. In the former countries management of 
food and agriculture by their own Governments was eminently 
successful. Arable acreage was extended; dairy herds were 
maintained; pigs and poultry were drastically reduced; and 
there was little black market. In France and Belgium resistance 
and the black market defied German efforts to impose planning 
and control. Slovakia was a favoured oasis, where there was no 
food shortage; but in Bohemia and Moravia production declined, 
in spite of technical efforts to increase it, owing to political and 
racial persecution. Excessive demands were made on Serbia, 
but the peasants ignored delivery orders and fed their grain to 
growing numbers of pigs and poultry for the black market. 
Hungary as a satellite was favoured and had no rationing, but 
contributed little to meet German needs. In Bulgaria and 
Rumania production declined and food exports to Germany were 
less than before the war. The peasants “ played it safe,’ and 
hoarded their grain or fed it to livestock. In Poland brutality 
and terrorism, culminating in the massacre of the Jews, frustrated 
the efforts of the German agricultural administration to stimulate 
production and collection by giving technical aid and by intro- 
ducing a bonus system of distributing scarce goods. 

Running through the story one consistent thread is the 
conflict between Himmler’s Gestapo and the civilians responsible 
for food and agricultural affairs. The former used force and 
failed; the latter tried to use conciliatory methods, because they 
knew that only so could they get results. The late Dr. Louwes, who 
was so successful in war-time management of food and agriculture 
in the Netherlands, told the reviewer that he often got his way 
by playing off rival German authorities one against the other. 

In the circumstances it is not surprising to learn that during 
the war Germany obtained more grain, meat and fats (in terms 
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of wheat equivalent) from the West—France 10-5 million tons 
and Denmark 8-8 million—than from the East—U.8.8.R. 14-7 
million and Poland 1-9 million. Imports from the Danube 
Basin were almost balanced by exports to Norway, Finland, 
Belgium, Bohemia, Moravia, Italy and Greece. In Greece famine 
conditions prevailed, which had to be relieved by an International 
Commission run by Swedish personnel. 

The book incidentally throws light upon currency and price 
policy in the occupied countries. Total war contributions to 
Germany for occupation costs and business claims came to 
120,000 million marks at a time when the mark, as measured 
by the wholesale price index, was still worth about 90% of its 
pre-war value. Germany obtained, among other goods and 
services, an addition of about 15% to her supply of grain, meat 
and fats, with some sugar and potatoes, by inflating local curren- 
cies in exchange for balances to be paid off after the war. Britain 
financed her overseas expenditure in much the same way, but the 
sterling balances remain to be paid off. In modern war the 
victors pay, and the defeated go bankrupt. 

Dr. Brandt is to be congratulated both on his indefatigable 
search for the facts and on his clear and balanced presentation 
of an obscure but significant chapter in the history of the Second 


World War. 
E. M. H. Luoyp 
London. 


A Critique of Socioeconomic Goals. By H. M. Ottver. (Bloom- 
ington : Indiana University Press, 1954. Pp.vii+ 191. $3.) 
Tuis book consists of a set of essays on the relationship between 
ethical ideas and economic policies—a field in which, at least to 
British readers, Professor F. H. Knight is one of the best-known 
American writers. The author selects a number of “ social 
goals,” such as “natural liberty,” ‘distribution according to 
earnings,” “‘ equality ” and ‘‘ maximum satisfaction,” which have 
been fairly widely advocated in the United States as guides to 
state action, subjects them to a thorough (and often devastating) 
logical examination, and discusses their general implications 
for economic policy. Naturally enough, the scope and method of 
the inquiry are such that most of the topics can be dealt with only 
in rather general and abstract terms. As the author himself 
puts it in one place, “ this study is based upon the hope that there 
is some merit even in very generalized argument” (p. 100). 
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Inevitably, too, the main subject of the book turns out to be the 
familiar question of how far state intervention in economic life 
accords, or can be made to accord, with certain ethical principles. 

Among a number of topics discussed which are likely to be 
of particular interest to British economists may be mentioned a 
useful critique of the idea that marginal productivity analysis 
can show us how to measure “ earnings’; an historical survey of 
the relations between Ricardian theory and certain branches of 
nineteenth-century radicalism ; a discussion of the incentive effects 
of income redistribution ; and two appendices dealing respectively 
with the new welfare economics and the various meanings of the 
concept of fullemployment. It cannot be said that Mr. Oliver’s 
treatment of most of these subjects, taken by itself, is particularly 
original, but the unusual angle from which he approaches them 
often succeeds in revealing interesting inter-connections between 
precepts and policies which sometimes tend to be obscured in 
more conventional accounts. 

As an example of Mr. Oliver’s method, we may take his 
chapter on ‘‘ Equality.’”’ He is mainly concerned here with ‘“ the 
policy implications of proposed egalitarian ideals and with the 
extent to which required policies do or do not accord with various 
other ideals usually upheld by proponents of equality ” (p. 58). 
He deals in turn with “ equality in the eyes of the law,” “‘ equality 
of opportunity,” “ equality of income ” and “ equality of power 
and status,” analysing each from a logical viewpoint, discussing 
various possible interpretations of each and describing some of 
the ways in which these interpretations manifest themselves in 
economic policy proposals in the modern world. The section 
on “ equality of income ”’ contains a brief comparative survey of 
income redistribution in the United States and Britain in recent 
years. Other sections deal with the problem of incentives (with 
special reference to capital formation), and with the manner in 
which a redistribution of income would be likely to affect the 
cultural achievements of a nation and the character of its 
individual citizens. 

A number of Mr. Oliver’s individual judgments (particularly 
regarding such matters as the labour theory of value, Marxism 
and the U.S.S.R.) seem to this reviewer to be somewhat over- 
hasty; and other readers may want to challenge one or two of 
his conclusions regarding modern welfare economics. A more 
far-reaching if less tangible defect, however, which Mr. Oliver’s 
book shares with certain other recent American writing in this 
field, relates to the delineation of group relationships in modern 
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western economies. Mr. Oliver fully recognises of course, that 
economic relationships between different groups normally take 
the form of property and power relationships, upon the nature 
and relative strength of which the question of the practicability 
or otherwise of particular economic policies very largely depends. 
There is much in his book concerning the relationships between 
different social groups, each of which is conceived as possessing 
a certain ‘“‘ status’ (based on “ rights in property,” “ rights in 
income,” “rights in jobs,” etc.), and as exercising a certain 
(variable) degree of “‘ pressure ” both upon one another and upon 
the state. The trouble is that it is extremely difficult to find any 
clear way through this complex pattern of interlocking relation- 
ships and conflicting rights unless you are able to postulate one 
specific and fairly simple socioeconomic relationship (for example, 
that between capital and labour) as being in some significant 
sense the dominant relationship in a capitalist economy, impressing 
its character upon the other relationships and therefore upon the 
economy as a whole. Sometimes Mr. Oliver seems to have some 
such concept as this in mind, as, for example, when he says that 
“so long as a basically private-enterprise economy is retained, 
sizable capital formation is possible only if substantial income 
inequalities are also retained ” (p. 88). But in general he seems 
to assume implicitly that it is not possible to postulate any such 
dominant relationship, which means that a number of his con- 
clusions regarding the practicability of given economic policies 
are perhaps more tentative than they really need to be. 

In a number of places in the book (e.g., pp. 123, 148 ff. and 
178-9) there are suggestions to the effect that much recent 
interventionism in the west may have been forced upon the 
governments concerned by political and economic developments 
beyond their control. To the extent that this is so, one may 
perhaps legitimately ask whether it might not have been more 
useful to relate interventionist policies to these developments 
rather than to abstract ‘‘ socioeconomic goals,” which must often 
under the circumstances be little more than rationalisations. 
But in reply to this Mr. Oliver might justifiably argue that an 
examination of the ethical implications of what we are obliged 
to do is by no means otiose, and that it is hardly fair to criticise 
him for not having written a book on a different subject. As he 
quite frankly admits (p. 163), his discussion is not intended “ to 
provide a revolutionary’s or a parliamentarian’s handbook. ” 

Ronatp L. MEEK 
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University of Glasgow. 
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Migration and Economic Growth. A study of Great Britain and 
the Atlantic economy. By BrintEy Tuomas. National 
Institute of Economic and Social Research, Economic and 
Social Studies, No. XII. (London: Cambridge University 
Press, 1954. Pp. xxv + 362. 42s.) 


By this inquiry Professor Brinley Thomas has made a notable 
contribution to the study of the growth of the western economies. 
It was generally known already that this growth showed various 
signs of a minor secular fluctuation of some twenty years or more in 
length. Professor Brinley Thomas now provides new evidence of 
this fluctuation, and especially of a remarkable interplay between 
its movements in the United Kingdom and the United States. 
Immigration to the United States shows the fluctuation, and 
so does the rate of capital construction there. It appears also in 
British investment at home and abroad, British exports, and 
the rate of growth of the British industrial population. But 
whereas the phases of the trade cycle agree so closely in the two 
countries, those of this longer type of fluctuation are inverse, or, 
more properly, reciprocal. At least between 1870 and 1914, the 
typical relation seems to have been, that at one time the tide sets 
westward : in the United States the rate of immigration is high, 
and so is the rate of growth of real income, and of the stock of 
buildings and other equipment; in the United Kingdom building, 
and home investment, are relatively depressed, fewer people move 
into the industrial districts at home and more go abroad, real 
income rises more slowly, exports are high, and a highly favourable 
balance of payments marks a high rate of capital export. In the 
next phase, the waters tilt back to the east, and these relations 
are reversed: the rate of growth slackens in the United States 
and quickens in the United Kingdom. Needless to say, the 
pattern does not hold without exceptions, sometimes important 
ones. Buta pattern is there: the pulse of what Professor Brinley 
Thomas well calls the Atlantic economy, dividing a common 
fund of incremental energies between its regions in varying pro- 
portions from time to time. Looking at the strikingly opposite 
movement of the curves which show changes in the rate of build- 
ixg in the two countries, we take the inference that whether a 
villa should go up in Huddersfield decided, or depended on, whether 
a frame house went up in Iowa, and we reflect upon the pervasive 
influence of economic forces, unseen yet active in a myriad 
individual decisions. 

What was the mainspring? I am not sure what conclusion 
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Professor Brinley Thomas has come to. He shows reason to 
think that the surges of immigration into the United States before 
1870 preceded the surges of construction there, and can be 
traced to waves of Malthusian pressure in Europe. After 1870 
the lag between immigration and construction is reversed, and 
this suggests that the impulse now arose not in Europe but America, 
and presumably came from factors other than the growth of popu- 
lation; yet it also appears that the big movements, at least of 
unskilled labour, continued to depend, after 1870 as before, on 
extrusive pressures—‘‘ the timing of these waves was determined 
by the births cycle in Europe together with the impact of dis- 
turbing innovations (particularly on agriculture).” I am left 
with the impression that the fluctuations began with a squeezing 
out of people from Europe, that the arrival of these migrants in 
America stimulated construction there, and that this drew capital, 
and migrants of a more skilled kind, away from Britain, and 
checked the rate of British growth. If that is right, we have 
now to think how this can be combined with other factors which 
seem to have contributed to these minor secular fluctuations— 
the varying extent to which from time to time technical changes 
of widespread consequence were receiving massive application ; 
and the changing balance between the industrial capacity of the 
world and its output of primary products. 

Professor Brinley Thomas usually works with relatives to 
trend. This has its advantages for tracing changes in the rate 
of growth, but also the drawback that, for example, a high level 
maintained after a sharp rise is likely to appear after a time as an 
actual fall. Thus the relatives to trend give us a falling off in 
British home investment after 1900, and Professor Brinley Thomas 
regrets “‘ Britain’s lost opportunity,” but actually the volume of 
home investment, having risen sharply after 1895, seems to have 
remained in the aggregate of 1900-13 about a quarter as big again 
as in the preceding fourteen years. 

I have gone straight to what seems to me most valuable in 
this work, but it contains much else which belongs properly to a 
study of migration: *: opens, for example, with an account of 
the views of the economic theorists on migration, it explores the 
connections between migration and the social structure of the 
sending and receiving countries, it has a chapter on British settle- 
ment in the Dominions. The analysis of growth, I suspect, has 
broken its way through a chrysalis case of migration studies 
proper: this has left its mark on the exposition, and the reader 
will be conscious of some need to cull and collate for himself. 
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But the effort is rewarded. Not only the statistical virtues of 
industry and ingenuity have gone to the making of this study, but 
resource and imagination in explanation, and its contribution 
must be taken into account by students of economic growth. 
E. H. Petes Brown 
London School of Economics. 


Economic Change in America. Readings in the economic history of 
the United States. Edited by J. T. Lampre and R. V. 
CLEMENCE. (Harrisburg, Pennsylvania : The Stackpole Com- 
pany, 1954. Pp. iii + 599. $5.75.) 


AMERICAN college education is diffuse by English standards. 
Undergraduates are expected to pursue from three to five subjects 
of study at the same time, and to master some portion of each 
well enough each term to be examined on it. Because of these 
several claims upon attention, the time available for each subject 
is too brief to permit much reading from original sources. In- 
stead, text-books are used as convenient summaries of the various 
fields of knowledge. Since at their best such books are relatively 
bloodless, good teachers ask their students to read also bits that 
are juicier. But, time being short, these bits must be well 
selected and readily accessible. Hence it is common, particularly 
in courses of political or economic history, to supplement the text- 
book by a volume of selected readings. 

In the usual pattern such a book of readings consists of a large 
number of brief extracts from the source materials of history. 
There is, however, no standard pattern of subjects. Among the 
materials commonly used are: the most important parts of 
documents (such as statutes or judicial decisions which recorded 
significant acts or policies); extracts from narratives of important 
historical events by participants therein; extracts from letters, 
diaries, biographies and the like, selected to illuminate the motives 
and attitudes of important persons; extracts from polemical 
writing, selected to present vividly the controversies from which 
decisions emerged; picturesque contemporary descriptions of the 
physical, ideological, technological or cultural background of 
events. However valuable such readings may be when studied 
with a text-book and under a teacher’s guidance, they are usually 
too disconnected to stand alone and too brief to be satisfactorily 
substituted for the original sources. 

The readings included in Economic Change in America reflect 
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a different principle of selection. Instead of many relatively 
short excerpts, there are thirty-seven readings averaging sixteen 
pages each. Instead of historical documents, there are con- 
temporary essays, only two of which were originally published 
before 1939. Each essay is a complete or nearly complete reprint 
of an article from a professional journal or a chapter from a 
scholarly book not written as a text. The purpose of the com- 
pilation is to introduce the student to some of the best recent 
American writing in the field of economic history. The selections 
are suitable to serve this purpose for English readers as well as 
American undergraduates. 

The organisation of the book suffers from its design as com- 
panion to a text-book. Most of the essays are grouped under 
headings that reflect conventional segments of an American 
college course—transportation, industrial organisation, technol- 
ogy and manufacturing, land and natural resources, agriculture, 
banking and finance, labor and population, the state and the 
economy. However, the readings fit these titles very loosely; 
there is no effort to cover the various segments in a uniform way ; 
and some important subjects, such as the development of the 
tax policies of the United States, are not touched. The be rk is 
all the better for these formal faults. The editors have preferred 
vitality to completeness, and have included only essays that had 
something to say and said it well. 

One group of essays, not all placed under the same heading, 
provides evaluations of concepts used in historical writing—for 
example, two papers on economic growth by Joseph Schumpeter 
and one on the economic historian’s concept of agricultural 
revolution, by Earl D. Ross and Robert L. Tontz. Other papers 
analyse the influence of particular forces upon historical change— 
for example, an essay on invention as a factor in economic history, 
by 8. C. Gilfillan. Still others summarise important segments of 
history (for example, a paper on the exploitation of the public 
domain, by R. M. Robbins) or discuss the validity of well-known 
interpretations of historical trends (for example, an analysis by 
F. A. Shannon of the evidence bearing upon the theory that 
western free land provided a safety-valve for industrial labour). 
The book as a whole is a well-chosen compendium of American 
essays in economic history. Its quality is such as to merit the 
attention of English readers. 

Corwin D. Epwarps 
University of Virginia. 
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Railroad Leaders, 1845-1890. By Tuomas C. Cocuran. (Cam- 
bridge, Mass: Harvard University Press (London: Geoffrey 
Cumberlege), 1953. Pp. ix + 564. 3 Maps. 60s.) 

THE key to this book lies not in its title, which might lead one 
to suppose that it is a collection of biographical essays, but in the 
sub-title, The Business Mind in Action. Professor Cochran’s 
concern has been to sort out from the 100,000 letters which con- 
stituted his raw research material those statements which reflect 
the ideas and policies of these sixty-one railroad men on such 
subjects as techniques of management, finance, competition, 
innovation, labour and government control. 

The definition of entrepreneur followed in this study is that of 
Professor Arthur H. Cole—‘ those responsible for the inauguration, 
maintenance, or Cirection of a profit-oriented enterprise.” One of 
the significant facts brought out is that innovation as such was of 
little interest to this group, although the expansion of the railroad 
network was of fundamental and continuing concern. The author 
also introduces a new distinction between professional executives, 
whom he calls “‘ entrepreneurs,’ and men such as John Murray 
Forbes, who typically occupied directorships rather than executive 
positions and who were interested in more than one railroad. 
This latter group the author terms “ general entrepreneurs.” 
While the differentiation is useful historically, this particular 
terminology does not seem to be meaningful from an economic 
point of view. 

The concept of social rdle formulated by Professor Leland H. 
Jenks as “ an understanding shared more or less fully by members 
of a group as to what a given position entails for any individuals 
who occupy it” is also fundamental to this work. However, as 
the author points out, it is not necessary for the reader to accept 
this hypothesis. Indeed, the uniformity of opinion which these 
men express could readily be accounted for by the similarity of 
their background rather than by the similarity of their business 
positions. With few exceptions, these men all came from the 
North-east, particularly from New England. Omitting two 
men of American stock born in France, only four were foreign 
born, two in England, one in Ireland and one (Henry Villard) in 
Bavaria. Nor are any Southerners included. The railroads 
whose letter files have been available to Professor Cochran also 
form a homogeneous group. Except for the Northern Pacific, 
which in its early days was under New England influence, and the 
Norfolk and Western, which was under English, these railroads 
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are all old roads, dating from before the Civil War, and each had 
strong connections with the eastern money markets and those 
eastern financiers, ‘“‘ general entrepreneurs,’ who went into 
railroading after previous experience in merchant finance. 
The mavericks, whether men or railroads, are not represented here. 

In spite of limitations of scope, students of American corpora- 
tion history and of railroads in particular will find this book 
most valuable. Since railroads were the earliest of the big 
American corporations, and since it is the early period of railroad 
history which is covered, one is able to see here evolution and 
hardening of corporate policy. There was, for example, a 
definite change in the attitude towards a railroad executive’s 
investment in concerns, such as land companies or iron companies, 
having business dealings with railroads. Such practices were 
usual at the beginning of this period, but by 1890 they were begin- 
ning to be frowned on. (Links of this sort were specifically 
forbidden by many English railroad incorporation acts of the 
1840s.) 

On one point of great contemporary interest, the shift in power 
from the board of directors to the professional executives, these 
sources have yielded little evidence. The author concludes that 
this phase of development was delayed by “the traditional 
language and employee roles carried over from proprietary 
ventures, by the presence of powerful general entrepreneurs on 
the board, and by the perpetuation of the general entrepreneurial 
power through investment bankers ”’ (p. 77). 

The composite picture of railroad executives’ economic 
attitudes which emerges seems remarkably anticipatory of those 
of modern American corporation executives (at least of the pre- 
Second World War generations). Prices of those factors which 
railroads buy are properly determined by supply and demand, 
but competition is a bad thing for railroads. (Some of the weaker 
roads did, of course, cut rates, but the older, better-established 
roads considered here hesitated to inaugurate such policies and 
attempted to restrict competition to the race to occupy new 
territory and thus to secure a monopoly position.) Responsibility 
is felt to provide stockholders with a steady, reasonable dividend, 
but surplus earnings are ploughed back. Labour must neither 
be paid starvation wages nor denied certain amenities, but trade 
unions are universally opposed, since they seek to usurp the 
functions properly belonging to management. 

DorotHy ADLER 
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Western Enterprise in Far Eastern Economic Development. By 
G. C. ALLEN and AupREY G. DonniITHORNE. (London: 
Allen & Unwin, 1954. Pp. 292. 20s.) 

Introduction to the Economic History of China. By E. Sruarr 

Krrsy. (London: Allen & Unwin, 1954. Pp. 202. 18s.) 


THE first volume under review is a factual history of western 
business undertakings in China and Japan during roughly the last 
hundred years, and should be of great interest to students of 
economic development as well as to Far Eastern historians, since 
there is a striking divergence in the impact of Western enterprise 
on the two countries. The authors modestly claim to offer no 
more than some of the raw material needed for an explanation 
of this divergence. The contrasting social structures obviously 
constitute an indispensable ingredient of such an explanation, 
although the opinion may be hazarded that there has been a 
tendency to exaggerate some of the institutional differences, for 
instance with respect to the presence or absence or comparative 
degree of familism amd bureaucratism in the two countries. 
The invocation of a Japanese capacity and a presumed Chinese 
incapacity for entrepreneurship merely pushes the explicandum 
one stage farther back, since overseas Chinese have not been 
backward in either industry or commerce. Furthermore, as the 
authors indicate, Western business continued to occupy a dominat- 
ing position in Chinese foreign trade and banking right down to 
the thirties, long after they had ceased to do so in Japan and 
despite the fact that the Chinese in China had already displayed 
marked entrepreneurial ability in these fields. There are grounds 
for holding that the variations in response were dependent on 
differences in the external impacts as well as in the environments 
on which they were exerted; this view gains support from the 
chapter on Japan in Herbert Feis’ Europe The World’s Banker, 
and would call for giving British long-run diplomacy in the Far 
East more emphasis than it has generally received in this con- 
nection. Another factor to be taken into account is that the 
penalty of being first may be paid by the object as well as the 
subject of innovation; at any rate, it is a matter of historical 
record that Japan learned its lesson from China’s experience in 
the matter of the opium trade. 

The last chapter of the book, “‘ Summary and Conclusions,” 
inevitably covers controversial ground. Remer’s classical descrip- 
tion of the Chinese Government as an indemnity-paying rather 
than a capital-importing institution is a vital addendum to the 
























1954] WESTERN ENTERPRISE AND EASTERN DEVELOPMENT 827 


discussion of the scope of past Western investment in China on 
p. 244. Similarly, both D. K. Lieu, writing in the same essay as 
that cited by the authors on p. 246, and G. E. Hubbard assess the 
effects of Western enterprise on Chinese labour conditions much 
less favourably than they do. The violent Japanese response 
to China (p. 249) would appear to be post-dated in the light of the 
Sino-Japanese War of 1894-95 and of the Twenty-one Demands 
of 1915. And while it may be true that it is now official Japanese 
policy to attract foreign capital (p. 251), it would be rash to anti- 
cipate any substantial inflow even if this policy is maintained, 
since the main source of private foreign investment is the United 
States, and since American post-war private outflows have been 
concentrated in direct investments primarily in the Western 
Hemisphere and in the exploitation of petroleum, in which 
Japan is notably deficient. 

There are a few errors of fact and some omissions, though the 
latter must, of course, involve questions of judgment. Contrary 
to the impression one may derive from p. 22, opium became the 
chief Chinese import in 1823 and remained so for over fifty years ; 
no mention is made of the part played by opium in the rise of the 
house of Jardine Matheson on p. 34; T. V. Soong was not Minister 
of Finance either at the time of the currency reform of 1935 or 
in 1937 (p. 119); and the account of the mixed aviation companies 
operating in China (p. 144) does not include the Hami-Ata or the 
Chennault lines. In spite of room for considerable differences of 
opinion, interpretation and emphasis, this book is a handy survey 
of a fascinating historical field. 

Of the second volume under review the less said the better. 
Apart from anything else, it is marred by elementary errors of 
fact. To cite but a few examples from an embarras de richesses, 
Europe’s first modern knowledge of China is said to have come 
from the Jesuit missionaries of the eighteenth century (p. 18). 
Hegel’s picture of China in the Philosophy of History may have 
been romantic, but is anything but “idealised” (ibid.). Chu 
Hsi is usually considered to have been the creator of the most 
brilliant and comprehensive neo-Confucianist philosophical syn- 
thesis; and yet the Sung period in which he lived is described as 
having “‘ produced no deep or systematic philosophies or political 
conceptions ’’ (p. 152). The Taiping Rebellion is grossly mis- 
dated (p. 181), an error comparable only to a misdating of the 
Civil War in a work on British economic history. The same 
subject moves the author to make the remarkable revelation that 
“current studies significantly bring out the profound influence of 
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Christianity ...in the Taiping movement” (p. 163, italics 
mine). Perhaps the most charitable explanation is that China is 
an exotic terra incognita to non-specialists. Unfortunately, 
there is still no introduction to or survey of Chinese economic 
history in the English language, or for that matter in French or 


German. 
S. ADLER 
Department of Applied Economics, 


Cambridge. 


Economic Stability in New Zealand. Edited by R. S. Parxer. 
(Wellington : New Zealand Institute of Public Administra- 
tion, 1953. Pp. 146. 13s. 6d.) 


Tuts small volume contains a set of essays on a common theme, 
“Economic Stability,” first delivered as addresses at a Conven- 
tion of the New Zealand Institute of Public Administration in 
May 1953. The Convention attracted representatives from 
government, banking and business, as well as from universities. 
The editor, R. S. Parker, in an introduction draws the papers 
together and provides a résumé of the discussion. 

The first chapter entitled “The Making of Economic Policy ” 
is contributed by L. C. Webb, who writes both as public adminis- 
trator and economist. The section on the machinery of policy- 
making stands out particularly in this informed and realistic 
contribution. Mr. Webb stresses that stability is only one 
objective which will almost certainly clash with other important 
objectives when these are pursued simultaneously. In reading 
the historical account of New Zealand policy one senses that it 
has often been regarded as “the” objective and that there is 
even the hint of a desire for controls for controls’ sake. Recently 
New Zealand has enjoyed great prosperity, and it would be easy 
for the critic to be rebuffed with the comment that the control 
system has done the trick. But is it not possible that under more 
flexible controls New Zealand might have done better? One 
feels that the all-out quest for stability may have impaired the 
attainment of an adequate allocation of resources, as suggested by 
the following quotation : 

“Tt was asserted that farm production today was ham- 
pered not so much by a lack of price incentive as by an 
inadequate supply of labour, housing for labour, equipment 
and first-class land ”’ (p. 7). 

The incompatibility of growth and stability is the subject 
chosen by Professor H. Belshaw in a very entertaining, though 
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somewhat uneven, paper. This is followed by chapters in which 
stability is examined in relation to particular problems: agricul- 
ture, price and wage policy, balance of payments and monetary 
policy. The contributors are M. J. Moriarty, H. G. Lang, G. J. 
Schmitt and Professor C. G. F. Simkin. The volume is concluded 
with an essay on “ Social Accounting and Economic Policy” by 
G. E. F. Wood, the Government Statistician, who indicates the 
coverage and breakdown of the New Zealand accounts and current 
efforts directed towards their improvement. 

This book provides a useful brief account of the special 
economic characteristics of New Zealand and of the administrative 
measures adopted to achieve stability together with instructive 
critical comments on the working of controls and the scope 
for improvement. What is hard to discover is the extent to 
which the controls serve as a co-ordinated mechanism for the 
attainment of a number of objectives of varying degrees of 
priority. 

In the chapter on Moneta”, Policy Professor Simkin has some 
interesting suggestions for insulating the New Zealand economy 
from the full impact of external forces by means of multiple 
exchange rates. His proposals (which warrant more extensive 
treatment than they receive) recall a comment of Mr. Webb that 
“as far as New Zealand is concerned, economic stability has 
meant economic nationalism” (p. 15). Is New Zealand so un- 
important vis-d-vis the rest of the world that it could, in implement- 
ing a multiple exchange-rate system, afford to neglect conjectural 
variations ? 

Another quotation from Mr. Webb’s essay deserves comment : 


“It seems to me that the relationship between economic 
science and policy-making in New Zealand is unsatisfactory 
and that it will not be improved merely by getting more and 
better economists into the public service. The root of the 
trouble lies in the fact that hitherto public service and 
academic economists have lived in separate worlds ” (p. 30). 


The Convention must be commended as a move in the direction of 
remedying this last defect. 

The reviewer finds himself in close agreement with Mr. Webb’s 
statement. It is not irrelevant to record that of the several 
Commissions set up recently to examine economic subjects such 
as taxation, not one has had an economist as member. How 
different from the situation in the United Kingdom! The 
economist is trained to look at a problem globally, and it is from 
this aspect that New Zealand’s control system seems to require 
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closer examination. The creation of a Cabinet Economic Com- 
mittee seems a sound move, but is this enough ? 

One suggestion of a positive character may be offered. 
Possibly New Zealand could emulate the United Kingdom by 
absorbing young academic economists into the Economic 
Section of the Treasury for short periods of one to two years 
(vide Economic JOURNAL, December 1953, p. 932). As a reverse 
process university grants might be made to public service econo- 
mists to enable them to undertake specific research projects and 
keep abreast of developments in economic thinking. 


Matcoumm R. FISHER 
Cambridge. 


The Metropolitan Organisation of British Colonial Trade. By 
KatTHLEEN M. Stanxt. With a Preface by Margery Perham. 
(London: Faber & Faber, 1951. Pp. xv + 313. 25s.) 


In the words of Miss Perham, this book “ . . . is not an economic 
analysis, but a preliminary chapter upon economic organisa- 
tion...” It lists the most important merchant firms in the 
British West Indies, in Malaya, Ceylon and British East Africa, 
describes their activities and reviews briefly the history of some of 
the leading firms. In one or two instances, the historical descrip- 
tion illustrates the adaptability of the merchants to changed 
conditions. These are topics of much interest, especially in view 
of the part played by the merchants in promoting economic 
growth. The book embodies the results of much work, and 
throughout the author tries to be fair to those whose activities and 
interests she reviews. Regarded only as “a preliminary chapter 
upon economic organisation ” it is valuable and useful. 

When the treatment goes beyond compilation’ there are, 
however, defects and omissions. Referring to Ma!aya, the author 
states (p. 67) that before 1942 there was hardly any contact 
between the merchants and the Colonial Office; and (p. 297) 
that the interests of the rubber industry have not been upheld 
adequately in the political sphere. This overlooks the almost 
constant contact in the inter-war period between the agency 
houses and the mining groups on the one hand and the Colonial 
Office on the other. The establishment and operation of the 
statutory restriction schemes would not have been possible 
without this. The chairman of both the International Rubber 
Regulation Committee and of the Internationa) Tin Regulation 
Committee was an official, The key part of the agency houses 
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in the establishment and shaping of the two rubber restriction 
schemes is also overlooked. 

There is an extended discussion of the Uganda cotton industry 
but no reference to the Lint Marketing Board, which controls 
all exports, or to the system of licensing and the granting of 
zonal monopolies to buyers and ginners which has resulted in the 
creation of large capital values for the right to gin (on p. 276 these 
capital values are incorrectly ascribed to war-time conditions). 
On p. 285 the author refers to the establishment of “‘ a measure of 
order in the chaotic collecting and marketing conditions, through 
marketing schemes and the issue of a limited number of govern- 
ment licences to approved dealers and processors . . . by 1939 the 
worst abuses had gone and the native produce trade had been 
generally improved.” This is an infelicitous way of describing 
a system under which the cultivator is denied alternatives and 
is closely tied to buyers with monopoly rights of purchase. 

Throughout the book, remarks on such matters as the role of 
intermediaries, the operation of markets, the prices of different 
grades reflect uncritical acceptance of rather simple and popular 
views. ‘‘ The finest qualities of arabica, like the finest teas, are 
always insufficient to meet the demand and can always command 
their price.” After stating on p. 203 that Japanese textiles 
conquered the East African market because they were “ both 
good and incredibly cheap,” the author regards (p. 204) the free 
entry of these as anomalous and undesirable. 

Miss Perham’s Preface on the role of the merchants is notable 
for its range and sweep through time and space. It is, however, 
a pity that she contrasts in rather simple terms the interests of 
the local population with those of the merchants. In fact, the 
economic interest of the local population vis-a-vis the merchants 
is by no means homogeneous. Quite often the economic relation- 
ship between the merchants and the mass of producers, consumers 
and petty traders is complementary (in the technical sense of the 
term), while that between the merchants and some of the larger 
local traders may be competitive. The concepts of similarity or 
divergence of interest between different groups are complex, and 
cannot be discussed simply ineconomic terms. But the suggestion 
is misleading of a clear-cut opposition of interest between the 
foreign merchants and the local population. 

P. T. BAvER 
Gonville and Caius College, 
Cambridge. 
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Sir William Petty. Portrait of a Genius. By E. Srrzuss. 
(London: Bodley Head, 1954. Pp. 260. 25s.) 

“GENIUS ”’ is a word to be used sparingly. That Petty was a 
significant figure in the history of seventeenth-century England, 
that he was versatile, entertaining and uncommonly talented, 
need not be doubted. He deserves a biography, and Mr. Strauss’s 
study, which fills in a number of gaps in our knowledge, will be 
read with interest by students of the origins of modern science, 
natural and social. One has the impression, nevertheless, that 
the attempt to portray Petty as a genius has resulted in some 
misdirection of effort. Why is Petty worth studying? If one 
were to accept the author’s suggestion in his Preface, one might 
answer : ‘“ Because he was a ‘ social thinker ’ who applied certain 
intellectual principles to the facts of economic and social life.” 
This would not be wholly untrue: several of Petty’s works 
certainly deserve the careful attention of an age much concerned 
with sociology and social accounting. Yet perhaps because (as 
Mr. Strauss says later) “In spite of his substantial! literary 
output, Petty was, above all, a man of affairs and not a scholar ” 
it not unnaturally takes his biographer a long time to get to grips 
with Petty’s intellectual and scientific contribution. The first 
two-thirds of the book is concerned with his life as “‘a man of 
affairs.” It is not dull, drawing as it does on John Aubrey, on 
Petty’s own vivid comments and including the diverting if not 
elevating account of his Irish adventures and speculations. But 
there is, here as elsewhere, too much general history, not all of it 
relevant to the subject. One suspects an unresolved incom- 
patibility here, and it is not dispelled by a concluding sentence in 
which Mr. Strauss claims for Petty a ‘‘ compelling force of vision ” 
which transformed him from a mere man of affairs into a pioneer 
of social science. It is not only that this seems to contradict 
his earlier assessment of Petty’s character. Throughout the book 
there is constant evidence that Petty was the victim of undoubted 
contradictions and shortcomings in his own make-up. As a 
scientist and pure mathematician he was not outstanding. As 
a man of affairs he was successful up to a point, but beset there- 
after by losses and failures arising from his methods of business. 
He lacked, one feels, not only political sense but any true sense 
of the way people and things behave. Even as an economist, 
his originality is here overrated. The importance of “ productive 
labour ” in the national economy was perceived by a number of 
earlier thinkers. 
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Yet in spite of such points which provoke disagreement, this 
is a book well worth reading. The concluding chapters on 
Petty’s economic and social ideas are thoughtful and imaginative. 
His grasp of quantitative measurement as a key to the knowledge 
of social facts, his use of statistical data, his assessment of the 
central importance of population and its relationship to the later 
theory of labour value—all these points are well brought out, and 
one wishes they had been treated at greater length. Nor does Mr. 
Strauss allow his admiration for Petty to lead him into error. 
He is for the most part judicious in his detailed analysis of Petty’s 
ideas and fair to those who collaborated—not always happily— 
with him. These, and other, failures in human relations are to 
some extent explained by the mechanical and static character 
of his observations. This helps to explain also his own constant 
sense of frustration. Even more than most men, he somehow 
could never bring himself to accept the caprice of real life and the 
inconvenient complexity of real society. Perhaps he was an early 
sufferer from an affliction to which those who normally handle 
scientific material are prone when they come to handle human 
beings. Yet he was not unimaginative, and his pen was vivid 
with the rich and natural imagery of his time. He remains one 
of the most fascinating figures in John Aubrey’s portrait gallery : 
yet one suspects that his fascination lies less in his originality or 
genius than in the fact that he embodies so much that was typical 
of that confused, turbulent and Janus-headed century. 

C. H. Witson 
Jesus College, 
Cambridge. 











NOTES AND MEMORANDA 


KEYNES AND SuppPLy FuNCcTIONS 


Mr. DE Jona’s article on Supply Functions in Keynesian 
Economics in the Economic JourNnaL for March 1954 is con- 
cerned with the interpretation of the passage in Chapter 3 of 
Keynes’s General Theory dealing with Effective Demand. In that 
chapter are to be found an Aggregate Supply Functicn, Z, and 
an Aggregate Demand Function, D. But they are both functions 
of the numbers employed, N, and the condition Z = D means no 
more than that the numbers employed are such that supply is 
equal to effective demand. Economists look for a pair of func- 
tions the mutual reactions of which will reflect the underlying 
economic determinants. But for Keynes effective demand is 
the single determinant. As Mr. de Jong puts it (p. 4), “ real 
national income—and therefore employment—seems to be deter- 
mined by a one-sided demand theory: thus by something a la 
von Béhm-Bawerk.”’ 

“ Effective demand” is defined by Keynes not as actual 
demand, but as the entrepreneurs’ expectation of proceeds of sale 
of their products. The Aggregate Demand Function, D = f(N), 
is “‘ the proceeds which entrepreneurs expect to receive from the 
employment of N men, and is composed of D,, the amount which 
the community is expected to spend on consumption, and Dg, the 
amount which it is expected to devote to new investment.” 

The function, D, arrived at by adding together the “ ex- 
pectations ” of many independent individuals is a very shadowy 
quantity. But Keynes did not leave his analysis in this rather 
indeterminate condition. He further elaborated the expectations 
which determine production in his fifth chapter, where he dis- 
tinguished the short-term expectations of the manufacturer, 
concerned with the price he will get for his product, from the 
long-term expectations of the entrepreneur, concerned with the 
future returns from an addition to his capital equipment. 


“The behaviour of each individual firm in deciding its 
daily output will be determined by its short-term expectations 
—expectations as to the cost of output on various possible 
scales, and expectations as to the sale-proceeds of this out- 
put; though in the case of additions to capital equipment 
and even of sales to distributors, these short-term expecta- 
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tions will largely depend on the long-term (or medium-term) 
expectations of other parties.””’ (General Theory, p. 47.) 

If we are looking for a “supply function” we shall want to 
know on what grounds these expectations are based. And we 
learn that ‘‘ the process of revision of short-term expectation is 
a gradual and continuous one, carried on largely in the light of 
realised results’’ (p. 50), and “ producers’ forecasts are more 
often gradually modified in the light of results than in anticipa- 
tion of prospective changes ”’ (p. 51). 

A footnote (p. 51) explains that an accumulation of unsold 
stocks or a decline of forward orders would modify the inft: ences 
from ‘‘ the mere statistics of the sale-proceeds of previous out- 
put.” These indicators affect expectations before there is any 
actual change in prices. They are “ realised results,” the out- 
come of an actual decline of demand. 

A function essentially expresses a relation to variables. Of 
what variables should supply be a function? When Keynes 
wrote (p. 30), ‘‘ the propensity to consume and the rate of new 
investment determine between them the volume of employment,” 
he dropped the term “expected.” He was already translating 
“expectations ’’ into ‘“ realised results.” And throughout the 
book actual demand appears to be assumed to be the determinant 
of productive activity. New investment, it is true, depends on 
expectations, but on the expectations of the prospective users of 
the new capital equipment, not on those of the manufacturers 
and constructors. 

Mr. de Jong is therefore right when he says that, according 
to Keynes, employment is “‘ determined by a one-sided demand 
theory.” Professor Patinkin proposed to modify the position 
by introducing a “‘ desired-supply function,” formed by aggregating 
the amounts which all the individual entrepreneurs would wish in 
the existing circumstances to supply.!_ The desired-supply function 
could differ from actual output, and therefore from actual demand. 
The difference, whenever it occurs, is a departure from equilibrium.’ 

But what is it that producers “desire”? Keynes said that 
they aim at maximising their profits, and Professor Patinkin, in 
introducing his supply curve, specified maximisation of profits as 
a part of its framework (p. 365). But in a later passage (p. 370) he 
identifies “‘ the level of income at which suppliers are able to supply 
exactly what they desire ”’ as “‘ a full employment level of income.” 

Mr. de Jong proceeds to a demonstration that maximisation 
of profits by every individual firm does not necessarily make the 

1 Economic Journal, September 1949, p. 365. 2 Ibid., p. 367. 
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sum total of all expected profits a maximum (pp. 15-17). He 
might have found a shorter and more general proof: maximisa- 
tion of the total of profits would not occur without a concerted 
limitation of supply. 

In the case where industry is under-employed each producer 
may be supposed to desire above all to get sufficient orders to 
employ his plant up to capacity. With a view to getting addi- 
tional orders, he will cut prices, but presumably not so far that 
his total profit will be diminished. So long as that is so, the 
maximisation of each producer’s profit is not inconsistent with the 
determination of employment by actual demand. 

Full employment of capital capacity, however, is not the same 
thing as full employment of labour, and Mr. de Jong points out 
(p. 7) that “‘ there seems no reason why entrepreneurs should 
‘desire’ self-evidently to engage all workers available at the 
prevailing wage rate.” He proceeds to reinterpret Professor 
Patinkin’s supply function by introducing the supply function 
of labour. The numbers desiring employment depend upon the 
wage offered, and may be expressed as a function of the real 


w : ‘ ; 
wage P= where w is the wage-level and p is the general price-level. 


The desires in Professor Patinkin’s desired-supply function are 
thus made to include the desires of the worker as well as of the 
entrepreneurs. The entrepreneurs, in suiting their action to their 
desires, have to take account of the condition that the supply of 
labour, and consequently their output, will depend on the rate of 
wages they offer. 

Keynes did not altogether reject the classical postulate which 
equated the wage-level to the marginal disutility of labour. 
When he said that the number employed cannot exceed that which 
reduces the real wage to the marginal disutility of labour (General 
Theory, p. 29), he was in effect defining full employment. He 
expressed the employment function (Chapter 20) in terms of 
wage-units, with the implication that a rise in wages relative to 
prices would mean diminished employment. But unemployment 
which is ‘‘ due to the refusal or inability of a unit of labour, as 
a result of legislation or social practices or of combination for 
collective bargaining or of slow response to change or of mere 
human obstinacy, to accept a reward corresponding to the value 
of the product attributable to its marginal productivity,” he 
regarded as “ voluntary ”’ (p. 6). 

A rate of wages so fixed, if “ voluntary,” must be deemed to 
be in accordance w::h the desires of the individual wage-earner. 














1954] KEYNES AND SUPPLY FUNCTIONS 837 


The supply of labour is the number willing to accept employment 
at this rate of wages. The disutility of labour depends upon the 
hours of work, and has very little direct relation to the rate of 
wages. Hours are decided by employers, subject to collective 
bargaining with their workpeople. In the long run prevalent 
valuations of leisure in comparison with money are no doubt 
reflected in the agreements regarding hours, but the individual 
would always desire to have employment at the established rate 
of wages of his occupation, and would commit himself to the 
established hours of work without considering the disutility of 
the marginal hour. Short-period changes in the supply of labour 
are usually imposed on workpeople by employers in the shape of 
overtime or short-time. A supply function of labour based on 
the disutility principle would seem to be quite unrealistic. Mr. 
de Jong contrasts the supply function thus adapted to take 
account of the supply function of labour, with the “ familiar ” 
supply function, based on the demand function of labour. The 
relation of prices to costs (and therefore to the wage level) de- 
termines what output entrepreneurs will expect to be profitable, 
and the output they decide upon determines the numbers they 
will employ. When full employment is reached, competition 
among employers for the limited supply of labour pushes up the 
wage-level till its relation to the price-level is consistent with the 
output at full employment. 

How do these versions of a supply function fit into Keynes’s 
analysis ? 

The relation of the wage-level to the price-level is implicit in 
Keynes’s use of “ wage-units ”’ in his expressions of propensity 
to consume, national income, saving and investment. If wages 
are pushed up, the number of wage-units in the expected proceeds 
of output is diminished, and the excess of proceeds over costs 
shrinks. The expectations of proceeds are arrived at through 
expectations of sales and of prices, and the fall in proceeds in 
terms of wage-units merely reflects the rise of wages relative to 
prices. Keynes’s supply function in terms of effective demand 
does not differ materially from the “ familiar ’’ supply function in 
terms of price. 

Nevertheless, Keynes dispensed with the familiar supply 
function. 

Professor Patinkin refers in a footnote (p. 363) to “ the prac- 
tice of considering inventory accumulation as purchases of the 
firm from itself.” It is this practice which makes saving and 
investment identically equal. It was presupposed in the asser- 
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tion so positively made by Keynes in 1933 in T'he Means to Pros- 
perity (p. 12): “‘ For the nation as a whole, leaving on one side 
transactions with foreigners, its income is exactly equal to its 
expenditure (including in expenditure both consumption-ex- 
penditure and new capital-expenditure, but excluding intermediate 
exchanges from one hand to another); the two being simply 
different names for the same thing, my expenditure being your 
income.”’ But when goods are sold from stock, the only income 
thereby generated is the seller’s profit. The rest of the price 
represents the incomes of those who were engaged in producing 
the goods, incomes which had already accrued at or before the 
time when the goods were bought for stock. The purchase of the 
goods for stock is one of those “‘ intermediate exchanges ”’ which 
have to be excluded from “ expenditure.”’ Yet, if the dealer’s 
purchases exceed his sales, the result is an addition to his capital 
assets, and Keynes included any such addition in “investment,” 
and thereby deemed the goods to be purchased by the dealer on 
his own account. 

But, if all the unsold goods in dealers’ hands are thus deemed 
to be “sold,” demand is identically equal to supply; and the 
formula which makes the equality of demand and supply depend 
on prices becomes nonsense. Keynes accordingly sought and 
found an alternative analysis. 

Of the two components of demand, consumption and invest- 
ment, investment depended on the rate of interest, and, invest- 
ment once given, consumption was derived from it by the multi- 
plier. A fall in the rate of interest would increase the demand for 
capital goods. There would follow an increased production of 
capital goods at increased prices, and the additional income thus 
generated would result in an increased demand for consumption 
goods. Increased demand means increased proceeds, partly 
increased production and partly higher prices required to elicit 
the increased production. In Keynes’s analysis the increased 
demand is fundamental, and the rise of prices is no more than an 
incidental consequence. The increase in the national income is 
necessarily accompanied by an increase in active balances of money 
(Keynes’s M,), but the reduction of the rate of interest both 
determines the amount of investment and, in the process, provides 
the appropriate amount of money. Keynes attached special 
importance to the speculative motive, because it would interfere 
with the provision of the amount of money needed for full employ- 
ment. If the decline in the rate of interest required to keep pace 
with a falling marginal efficiency of capital led people to agcumu- 
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late idle cash, instead of spending either on consumption or on 
investment, the movement towards full employment might be 
barred. ‘‘ Circumstances may develop,” Keynes wrote (p. 172), 
“in which even a large increase in the quantity of money may 
exert a comparatively smali influence on the rate of interest.” 

He was there assuming that there was no institutional obstacle 
to an indefinite increase in the supply of money. And in a later 
chapter he speculated on the possibility of zero interest and a 
euthanasia of the rentier. 

A metallic standard would interpose an over-riding obstacle 
to a monetary expansion. The outstanding fault that Keynes 
saw in a metallic standard was in the desperate international 
competition for the limited supply of currency in order to maintain 
“investment.”’ But this arose out of the limitation of the quan- 
tity of money, which, according to Keynes’s theory, meant a 
limitation of that fall in the rate of interest which might be needed 
to maintain full employment. 

A supply function and a demand function determine equili- 
brium at the point where output and demand become equal. 
Demand is equal to consumption, plus investment; output is 
equal to income, and income is equal to consumption, plus saving. 
If investment and saving are by definition equal, then output and 
demand are always equal, and their equality cannot determine 
an equilibrium point. The same system of definition, which ex- 
cludes the classical explanation of the rate of intere.i as equalising 
saving and investment, also excludes the explanation of the price- 
level as equalising supply and demand. 

There was no room in Keynes’s analysis for functions represent- 
ing either of these explanations. Yet, of course, he recognised the 
assumptions underlying them. He recognised that the marginal 
efficiency of capital and the rate of interest tended to equality. 
And he recognised that supply is determined by the expected 
excess of proceeds over costs, and so by the relation of prices to 
wages. But he made this determination of supply subordinate 
to the primary factors of his analysis: the rate of interest, invest- 
ment, the multiplier, the propensity to consume. 

It is possible to supplement this analysis with an account of 
the process by which an expanding or contracting volume of 
investment affects prices, and prices effect productive activity 
and output. The outcome would be a supply function adapted 
to Keynes’s assumptions, but it would be subsidiary to the main 


analysis and not essential to it. R. G. Hawtrey 


London. 
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KEYNES AND SuPPLY Functions: A REJOINDER 


THE only point where Mr. Hawtrey seems to be attacking my 
argument directly has its kernel in the following sentence (see the 
third paragraph from the end of his Reply) : 

“ If investment and saving are by definition equal, then 
output and demand are always equal, and their equality can- 
not determine an equilibrium point. The same system of 
definition, which excludes the classical explanation of the rate 
of interest as equalising saving and investment, also excludes 
the explanation of the price level as equalising supply and 
demand.” 

This argument is directed, first, against the statement made 
on p. 4 of my paper that the equation 


Rad, « ote on x OM 


represents a necessary and sufficient equilibrium condition. 

Secondly, in the generalised model of p. 20, the equation 

S = / is implied in 
oo 
which is also taken as an equilibrium condition. 

This can be seen from Fig. 1 on p. 4, where the 45°-line can be 
taken to represent disposable income from which derives consump- 
tion plus saving. The D,-curve represents earned income, which is 
the same as the entrepreneurs’ proceeds from their selling con- 
sumption and investment goods. Thus, within one and the same 
period, it holds good that : 


disposable income = consumption + saving 
consumption -++ investment = earned income 


Income is determined in a unique way only if disposable income 
equals earned income, that is, if saving equals investment—.e., 
if a situation of monetary equilibrium prevails (see p. 17 of my 
article). Paraphrasing J. G. Koopmans,' I define monetary equi- 
librium as a situation where the time rate of demand for money 
equals the time rate of creation (supply) of money ; in other words, 
this is a situation where the excess demand for money is equal to 
zero. The excess demand for all goods (as opposed to money) in 
terms of money will then also be zero so that, for one and the 
same period, disposable income equals earned income. This is 
the situation which Say had in mind when he stated his famous 
“law ” of supply creating its own demand. However, since Say 
thought that this would always be the case, his “‘ law ”’ had the 





1 J. G. Koopmans, ‘“ Zum Problem des neutralen Geldes,” in the volume 
Beitrdge zur Geldtheorie, F. A. von Hayek ed., Vienna 1933, pp. 211-359, esp. p. 278. 
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character of an identity ! (demand for money identically equal to 
creation of money), whereas in the Keynesian strain of thought 
effective demand is determined by the equality of D and Y, which 
will, however, only be existent under certain values of the variables 
of the model. This means that the equation D = Y is here taken 
as an equilibrium condition and therefore as a “‘ common ”’ equa- 
tion (t.e., not as an identity). 

Summarising, and taking “‘ monetary equilibrium” in the 
Koopmansian way, we can state that Say thought that a situation 
of monetary equilibrium would always prevail by definition; 
Keynes, on the other hand, regarded monetary equilibrium as an 
equilibrium condition determining effective demand and, thereby, 
national income. This equilibrium condition can be written as 
S =I (not, of course, as S = /).? 

Mr. Hawtrey’s point is that we should write S = J. It cannot 
be denied that there is indeed room for this vision in Keynes’s book 
(see, for instance, p. 63 of the General Theory); this vision can 
even be supported by Lerner’s 1936 article which met with Keynes’s 
own approval. Is not Mr. Hawtrey’s vision inconsistent with my 
exposition as given above ? 

The way out of this difficulty passes along the contradistinction 
of ex ante and ex post concepts. Myrdal, who is the auctor intel- 
lectualis of these concepts,* defines ex post savings and investments 
as ‘‘ actually realised ” savings and investments, as they can be 
registered in national book-keeping ; ex post, savings must always 
of necessity equal investments, since in their ex post meaning, 
saving and investment involve also unintentional components.‘ 
Taking the concepts ex ante, we are concerned with the subjects’ 
saving and investment plans based on their anticipations. Myrdal 
writes : “‘ Had this distinction been kept in mind, much confusion 
about ‘ saving and investment ’ would have been avoided.” This 
seems to me to be quite true. The argument of Mr. Hawtrey is 
entirely ex post, and only then does it hold good that S = J. 

But ex post concepts are not suitable for explaining how equilib- 
rium is brought about. If Keynes’s theory is to be taken as an 


‘ 


1 See the illuminating articles by Don Patinkin in Econometrica for 1948 
(pp. 135-54), 1949 (pp. 1-27), and 1951 (pp. 134-51), and the concluding paper 
by K. Brunner, ibid., 1951 (pp. 152-73). 

2 One of the inconsistencies of the classical model was that Say’s Law was 
taken as an identity whereas S = I was not regarded as an identity but as an 
equality governed by the rate of interest. 

* G. Myrdal, Monetary Equilibrium, London, etc., 1939, pp. 45—7 (originally 
published in Swedish in the Lkonomisk Tidsskrift for 1931). 

* See also J. Tinbergen, The Dynamics of Business Cycles, Chicago, 1950, 
p. 162 (adapted from the Dutch original, 1942, by J. J. Polak). 


No. 256.—voL. LxIv. Si 
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equilibrium theory, the kernel of his argument must necessarily 
be taken ex ante lest his theory should fail to determine an equilib- 
rium position. Although Keynes is not very lucid as to the 
contradistinction between ex ante and ex post concepts, a hint in 
the ex ante direction may be found on p. 64 of the General Theory : 
“The decisions to consume and the decisions to invest between 
them determine incomes.” (Italics added.) Thus, national in- 
come is not determined by realised savings and investments, but 
by decisions to save and invest, i.e., by intended S and I only, 
1.e., finally, by ex ante S and J, where S = I plays the part of an 
equilibrium condition and is therefore a ‘‘ common ”’ equation. 
F. J. DE Jone 
The State University of Groningen, 
The Netherlands. 


Mr. CLowreR ON PrRopvuctiviry THRIFT AND 
THE RATE OF INTEREST 


IN my experience, theories of interest which embrace ‘ both 
stock and flow aspects of the problem ”’ are either too difficult for 
my understanding or achieve due simplicity only at the cost of 
some glaring inadequacy. Mr. Clower’s theory, as expounded in 
the Economic JournaL of March 1954, falls into the latter 
category. 

For what he does is to have a flow-demand curve for bonds 
(see his Fig. 2 (b) on p. 110) which relates solely to the demand for 
bonds by the issuers (i.e., for redemption) and takes no account of 
the purchase of bonds by investors out of income. Thus his flow 
curves, both of demand and of supply, reflect considerations of 
productivity, but neither reflects considerations of thrift. Nor is 
the deficiency made good in the argument which follows, for de- 
spite his obscure reference to thrift on p. 111, he thereafter proceeds 
to consider the nature of equilibrium in a bond market in which 
there is again no place for current purchases of bonds out of 
income. 

Brian Tew 
University of Nottingham. 
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REJOINDER 


PROFESSOR TEW’s comment deals with a point the clarity of 
which I took for granted, but which may have been obscure to 
some readers of my article. 

In the case of an ordinary commodity, say bread, market flow 
demand is roughly the same thing as the sum of individual flow 
demands for bread to eat. But the investor in bonds does not 
normally eat or otherwise consume his purchases. Hence, the 
acquisition of a bond out of current income, while it may be 
regarded as a flow demand from an individual point of view, is not 
a part of market flow demand (i.e., it does not decrease the level of 
existing bond stocks) unless the purchaser destroys (retires) the 
bond. Similarly, the sale of a bond by an individual is not a part 
of market flow supply (7.e., it does not increase the level of existing 
bond stocks) unless the bond is a new issue. 

Now thrift is practised by bond holders, while my flow demand 
and supply curves depend directly only upon the behaviour of 
bond issuers. Thus it is true that my “.. . flow curves. 
reflect considerations of productivity, but neither reflects con- 
siderations of thrift.’”” However, the analysis is not deficient on 
this account; for my sfeck demand curve depends directly upon 
the behaviour of bond holders, whose ranks will include both 
‘current purchases of 


‘ 


individuals who do and who do not make 


bonds out of income.”’ 
R. W. CLowEeR 
The State College of Washington, 
Pullman. 


Tue INVESTMENT ALLOWANCE 


THE investment allowance has been described as a tax-free 
gift to business-men and a careful distinction made between this 
allowance and the initial allowance, the latter being merely an 
advance of the allowance for depreciation. 

The distinction therefore is that between a gift and a loan. 
Broadly, in order to qualify, the plant must be “ new” in the 
strict sense of the word, 7.¢., it must not be ‘“‘ second-hand.”’ 
This is a new departure in principle, as there has never previously 
been such a stipulation to the granting of capital allowances. 

In theory, one result would be to increase the demand for new 
machinery. To create such a possibility at a time when specialised 
industrial machinery is about the only commodity of any im- 
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portance still in short supply with, in many cases, the order books 
of the manufacturers filled for many years ahead, would appear 
at first sight to be rather odd, but on reflection it will be seen that 
9 _ 20 
20 ~ 100 
large enough to be the deciding factor when considering the 
purchase of a new or second-hand machine. It is rather difficult 
therefore to understand how the investment allowance will achieve 
its avowed objective of encouraging industrial re-equipment to 
improve competitive power in the export markets. 

It is submitted that the incentive is not great enough to cause 
re-equipment which would not otherwise take place. It is true, 
of course, that the allowance might in itself be utilised to lower 
the price of a manufactured article abroad, but this would be 
negligible, and as the allowance is “ once for all,’’ would in any 
case be only temporary and is incidental to the object of re- 
equipment in order to increase efficiency and thereby increase 
competitive power in that way. When machinery is in short 
supply, the second-hand price equals or even exceeds the new 
price, and as long as such scarcity continues there is going to be 
an inequality between those who can re-equip now and those 
who have to wait. If Company A is therefore fortunate enough 
to be able to buy the new machine, whilst Company B has to 
make do with the purchase of a similar second-hand machine for 
which it has had to pay at least the same price, Company A is in 
a better position in so far as it has acquired a better machine at 
no higher cost than Company B has paid for an inferior machine. 

Company B is unfortunate. It will be working at an economic 
disadvantage as compared with A, it is not B’s fault that it cannot 
buy a new machine, therefore it would appear that B was the one 
deserving of some help, if help is to be given to anybody. 

The conclusions appear to be that the allowance is hardly 
likely to be effective in its objective because of the inadequacy of 
its quantum in those cases where re-equipment can be carried out 
without delay. On the other hand, where the new equipment is 
in short supply, the economic disadvantage under which the B 
companies are working will be intensified. 

Finally, is there not a possibility that should large-scale re- 
equipment be in fact achieved, this would actually have partially 
nullified its own objective by having increased the price of such 
equipment ? 


this gift, which amounts to or 9% of the cost, is hardly 


Harotp Hupson 
Leeds. 
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CURRENT TOPICS 


THE sad death of Sir Henry Clay in a road accident in Holland 
during July has deprived us of one of the most loved and re- 
spected of the older generation of economists. He had served 
on the Council of the Royal Economic Society since 1924, and 
his unobtrusive wisdom had been a support not only to the 
Society but to many other bodies concerned with economics and 
economic affairs. We shall hope to print a fuller obituary notice 
in a subsequent issue of this JouRNAL. 


WE record with great regret the death in his eighty-fourth 
year of Mr. Seebohm Rowntree, for many years Chairman of 
Rowntree and Co., Ltd. His earlier studies of poverty in York 
and of the human needs of labour have become classics. He 
continued to the end of his busy life to find time for social studies, 
and within the past few years we have had from him, in collabora- 
tion with G. R. Lavers, further studies of life and leisure and of the 
effects on poverty of the Welfare State. We offer our most 
sincere sympathy to his family. 


Tue Report on the Teaching of Economics prepared, under 
Mr. C. W. Guillebaud’s editorship, for the International Economic 
Association, and recorded in Current Topics of our March issue, 
has now been received. It contain; detailed information about 
teaching methods and syllabuses in eleven countries. Copies 
are available to Fellows of the Royal Economic Society at the 
special price of 7s. on application to the Assistant Secretary, 
Royal Economic Society, 6 Humberstone Road, Cambridge. 


Tue Board of Trade has a number of bound copies of the 
Reports on the Census of Production for 1948 which may be lent 
to accredited research workers. Applications should be made to 
the Director of Statistics, Board of Trade, Horseguards Avenue, 
S.W.1. 


Houbion-Norman Awards. The Trustees of the Houblon- 
Norman Fund invite appiications for Fellowships or Grants in 
aid of Research into the working of industry and finance in Great 
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Britain and elsewhere and the economic conditions affecting them. 
Fellowships, which are intended for experienved research workers, 
are awarded for full-time research for one year, which may be 
renewed for a second year. Grants are awarded for either full- 
time or part-time work. The amount of the awards, which will 
take effect from October 1, 1955, will depend upon the cireum- 
stances of the candidate and the probable expenses of his werk. 
Candidates must be British subjects normally resident in the 
United Kingdom. Forms of application, which may be obtained 
from the Secretary of the Fund, c/o the Bank of England, London, 
E.C.2, should be returned not later than March 31. 


Leverhulme Research Awards. Application is invited for 
Fellowships and Grants in aid of research. These awards are 
intended for senior workers of established position and are 
limited to British-born subjects normally resident in the United 
Kingdom; in exceptional circumstances the Trustees may waive 
the condition as to residence. No subject of inquiry is excluded 
from consideration, but preference is given to subjects in which 
existing provision for research is inadequate. The duration of 
the awards does not normally extend over more than two years 
or less than three months, and the amount depends on the nature 
of the research and the circumstances of the applicant. Forms 
of application may be obtained from the Secretary, Miss M. 
Branney, Leverhulme Research Awards, St. Bridget’s House, 
Bridewell Place, London, E.C.4. Applications must be received 
on or before December 31, 1954. Results will be announced in 
May, and the awards will normally date from September 1, 1955. 


A NUMBER of distinguished American and Canadian economists 
are visiting the United Kingdom during the present academic 
year. At Cambridge are Professor J. B. Brebner as Pitt Pro- 
fessor, Professor W. Lloyd Warner as Visiting Professor of Social 
Theory and Institutions, and Professors L. Tarshis, J. S. Duesen- 
berry, C. Christ, Scott Gordon, J. P. Miller, V. Smith and A. W. 
Currie. Professor D. McCord Wright is still at Oxford and Mr. L. R. 
Klein, formerly of the University of Michigan, has accepted a 
post at Oxford Institute of Statistics. 
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Journal of the Royal Statistical Society 


Vou. 117, Part 2, 1954. Cinemas and Cinema-Going in Great Britain : 
H. E. BrowninG and A. A. Sorretyt. The Demand for Motor Cars in 
the United States: M. J. Farretyi. Pairing of Observations in Ordered 
Samples from a Normal Population : D. R. Reap, P. G. Smrru and J. H. 
IncE. Wholesale Prices in 1935. Medicine and Medical Services in the 
United Kingdom : B. BENJAMIN. 

Vout. 117, Part 3,1954. World Supply and Requirements of Farm Products : 
C. CrarK. The Outlines of the Road Goods Transport Industry: K. F. 
GLOVER and D. N. MittEr. Heights and Weights of the Army Intake, 
1951: 8. Rosenspaum. The Statistics of Education : D. M. LEE. 


Applied Statistics 

Vou. III, No. 2, June 1954. Quality Control on the Setting of Voltage 
Regulators : D.J. DESMOND. The Measurement of Elasticities of Demand : 
C. E. V. Leser. What is Econometrics? : E. SHANKLEMAN. LExperi- 
ments with a Random Selector as an Aid to the Teaching of Statistics : 
EK. A. G. KNowLes. Th Measurement of Daily Variations in Absence : 
EK. D.K. Lippe... Investigation of Errors of Observation: R.'T. LESLIE. 
The Construction of Nomograms for Use in Statistics: I: True and 
Empirical Nomograms : P. LYLE. 


Economica 


Vot. XXI, No. 83, Aucust 1954. A Lecture on the Dollar Problem : 
Si D. MacDoucaty. Civil Service Pay, 1875-1950: G. Rout. 
Economic Theory and the Cutlery Trades: H. TOWNSEND. Comment on 
Mr. Lancaster’s ‘* Refutation”’: H. BERNARDELLI. Rejoinder to Mr. 
Bernardelli : K. LANCASTER. On Descriptions of Consumers’ Behaviour : 
V.C. WatsH. Edmund Burke as an Economist : D. BARRINGTON. 


The Review of Economic Studies 

Vout. XXI, No. 56, 1953-54. Specialisation and Efficiency in World Pro- 
duction: L. W. McKenzie. The Problem of Oligopoly : J. N. Wour¥e. 
Some Aggregation Problems in Demand Analysis: M. J. FARRELL. 
Welfare Economics of Variable Tastes: J. C. Harsanyr. A Note on a 
Point in Value and Capital: M. Morisuima ; a Reply: J. R. Hicks ; 
a Rejoinder: M. Morisutma. The Role of National Income Estimates 
in the Statistical Policy of an Underdeveloped Area: a Comment: A. R. 
Prest; a Rejoinder: D. SEErs. Stalin as an Economist: R. L. 
MEEK. Arrow’s General Possibility Theorem: M.C. Kemp. A Further 
Note on the Theory of Inflation: A. M. Oxun; a Reply: C. G. ¥#. 
SIMEIN. 


Bulletin of the Oxford University Institute of Statistics 


Vox. 16, No. 4, Aprit 1954. Household Income, Rent and Rates: H. F. 
Lypatt and R. F. F. Dawson. A ‘‘ Human Needs” Diet, Spring 1954 : 
T. ScHuLz. 

Vou. 16, Nos. 5-6, May-—JunE 1954. Retrospect and Prospect: The 

Economic Survey, 1954: P. D. HENDERSON. The ‘‘ Courbe des Popula- 

tions,” a Further Analysis: G. R. ALLEN. The Limitations of the Short 

Term Consumption Function : T. BaLocu. 

ot. 16, Nos. 7-8, Juty—Avucust 1954. The Methods c* savings 

Survey: H. F. Lypaty. The United States Recessions of 1948-9 and 

1953-4: C. Bruce and E. B. Grss. The Recent United States Recession 

and the Strength of Primary Prices : W. BECKERMAN. 
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The Journal of Industrial Economics 


Vot. II, No. 3, Aucust 1954. Schachtian Mercantilism : N. I. Momrcut- 
LOFF. The Pricing of Books: R. BuackwFiu. Some Aspects of In- 


dustrial Location : C. Hiitu. Policies that Have Built the Morris Business : 


W. R. Morris (Lorp NuFFIELD). Some Aspects of the Retail Green- 
grocery Trade in an Industrial Working-class District: E. GORNALL, 
Fruit and Vegetable Prices in a Large City: G. R. ALLEN and M. E. E. 
RUTHERFORD. Some Remarks on Nuclear Power Economics: B. DE 
Boerr and M. BoGAaarpT. 
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Vou. XXII, No. 3, SEPTEMBER 1954. Some Notes on Liquidity Preference : 
R. F. Kaun. Statistics of United Kingdom Terms of Trade ; E. DEvons. 
The Co-ordination of Public Passenger Transport in South-East Lanca- 
shire: G. M. Hieerns and W. J. M. MAcKENZIE. 


Scottish Journal of Political Economy 


Vou. 1, No. 3, OcToBER 1954. The Finances of Founding a Family : G. D. 
ROWNTREE. Investment in the Scottish Pig Iron Trade, 1830-43; R. H. 
CAMPBELL. Dollar Shortage and Disparities in Productivity: F. 
Macuuup. Earnings in British Regions in 1948 ;: C. E. V. Leser. The 
Scottish Economy : J. WRIGLEY. 


Yorkshire Bulletin of Economic and Social Research 


Vou. 6, No. 2, SepTEMBER 1954. Students in a Changing World: F. D. 
KLINGENDER. The Analysis of Two Simple Models: A. Haccrr. 
Parliament and the Nationalised Industries: A. H. Hanson. The 
English Steel Industry before 1856, with Special Reference to the Develop- 
ment of the Yorkshire Steel Industry: M. W. Firnn and A. Brrcu. 
Factory Location and Layout in the Wool Textile Industry: R. H. J. 
RHODES. 


The Economic History Review 
Vou. VII, No. 1, Auaust 1954. Atlantic Partnership: F. THIstLe- 
THWAITE. An Italian Estate, 900-1200: P. J. Jones. Some Financial 
Expedients of Henry VIII: W. C. Ricuarpson. Britain and World 
Trade, 1870-1914: S. B. Sau. 


Population Studies 


Vot. VIII, No. 1, Jury 1954. The Bradlaugh—Besant Trial and the English 
Newspapers: J. A. BANKS and O. Banks. The Estimation of Fertility 
Rates from Ratios of Total to First Births: W. Brass. Correlates of 
Values about Ideal Family Size in the Detroit Metropolitan Area: R. 
FREEDMAN and H. SHarp. Note on the Use of Statistics of Total Fertility 
to Provide Estimates of Crude Birth Rates: C. J. Martin. Recent 
Testing of Birth Registration Completeness in the United States: S. 
SHaprro. Population Policy in France: Family Allowances and Other 
Benefits (II) : C. Watson. 


The British Journal of Sociology 
Vout. V, No. 3, SEPTEMBER 1954. Intergroup Conflicts and their Settie- 
ment: O. KAHN-FREUND. Sociology and Psychiatry : W. J. WARNER. 
Attendance and Absence in Industry : the Nature of the Evidence: R. B. 
Buzzarp. The Ancient Greeks and their Nation: the Sociological 
Problem: M. I. Frytey. Reflections on Violence: E. A. GELLNER. 
Chinese Religion : O. B. VAN DER SPRENKEL. 
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The Sociological Review 

Vot. 2, No. 1, Juty 1954. Alexander Farquharson : a Friend’s Memories : 
L. Mumrorp. Recent Developments in Connection with the Investigation 
of the Authoritarian Personality: N. Sanrorp. Problems of Mental 
After-Care in Lancashire: K. JonES. The Impact of the Social Sciences 
on Ethics: R. Gorpon. Historicism Reconsidered: KR. WoOLLHEIM. 
The Rise of Organised Freethought in Mid-Victorian England : J. Eros. 

Vor. XXXIX, Section 2, 1947. The Historical Geography of Hereford- 
shire: G. E. Brown. 

Vou. XLI, Section 1, 1949. A Pilot Survey of Much Marcle: J. Kemp. 


International Affairs 


Vor. XXX, No. 4, OctoBER 1954. The Origins and Development of the 
Anglo-French Entente : Str. H. Nicotson. The Position of the Sterling 
Area: A.C. L. Day. Austria Between East and West: J. MUSULIN. 
Turkey and her Defence Problems : Str K. Hetm. The Horn of Africa : 
Str G. Reece. The Theocratic Idea of the Islamic State in Recent Con- 
troversies: M. Faxury. Large and Small States in International 
Organization ; A. DE RUSETT. 


The Political Quarterly 

VoLt. XXV, No. 4, OcroBER—DECEMBER 1954. The Civil Service. Civil 
Servants, Ministers, Parliament and the Public: C. R. AtTLter. The 
teforms of 1854 in Retrospect: Sir E. BripGes. Recruitment to the 
Civil Service: L. N. HeEtssBy. Recent Trends in Public Administration : 
W. A. Rosson. The Foreign and Commonwealth Services : E. DAvVIEs. 
The Structure of the Civil Service: H.R.G.GReEaveEs. Treasury Control : 
Sir J. Woops. The Social Background of the Higher Civil Service : 
R. K. Ketsatyt. The Civil Service in France : P. CHATENET. 


Political Studies 
Vout. II, No. 2, June 1954. Vocational Representation and the Irish 
Senate : B. CHuBB. Co-operative Politics in a Lancashire Constituency : 
W. J. M. Mackenzik and C. Arpirt1. The Nature of Law: R. Wott- 
HEIM. Cabinet Government in Canada: J.R.Mattory. The Functions 
of Local Labour Parties : D. V. Donnison and D. E. G. PLowman. 


Soviet Studies 
Vout. VI, No. 2, OcroBErR 1954. Second Thoughts on Eisenstein: M. 
Seton. The Discussion on Physics: G. Brown. Models and Facts : 
R. SCHLESINGER. 


Accounting Research 


Vou. 5, No. 3, Jury 1954. LIFO and Standard Costs: M. J. Gorpon. 
The First English Books on Book-keeping : C.Gorpon. The Monopolies 
and Restrictive Practices Acts uf 1948 and 1953, and their Operation : Sir R. 
YEABSLEY. The Profession of Accountancy in the United States: N. A. H. 
Stacey. A French Emigré Officer’s Accounts, (i) Original French 
Version, (ii) Translation, (vii) Notes : E. M. W1LKINnson. 

Vou. 5, No. 4, OcroBER 1954. The Assessment of a Project in the Heavy 
Chemical Industry : R. B. Peacock. Involuntary Liquidations of LIFO 
Inventories—a Comparison of Two Systems : Z.S.ZANNETOS. Dilemmas 
and Challenges in Modern Practice: M. E. Murpuy. Stock Changes as a 
Factor in Demand : A. M. ALFRED and R. E. UTIGER. Speculations on 
Roman Influence on the Theory of Double Entry Book-keeping: C. A. 
SmitH. Cost, Price, Profit and Volume Reactions : K. C. BANERJEE. 


The Incorporated Statistician 


VoL. 5, No. 2, Aucust 1954. Industrial Censuses in the United States : 
C. O. GEorGE. Some Aspects of Medical Statistics: V. Norris. The 
Gallup Poll and Some of its Problems : H. DuRANT. 
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The Banker 


Vou. CIII, No. 342, Juty 1954. Dilemma in Gilt-edged. Wheat and the 
Business Prospect. Recovery and Crisis in France : G. SOLOVEYTCHIK. 
Profits in Lombard Street. Co-operative Banking in Britain. The 
Clearing House and the Customer-User : M. MEGRAH. 

Vot. CIII, No. 343, Aueust 1954. Convertibility in Earnest. Is Europe 
Ready? War Loan and Monetary Policy. New York Banking in 
Action: H. B.Cuaprett. The Savoy Case: S.G. Maurice. Common- 
wealth Finance Company : a First Appraisal: G. LEE. The Recession 
and the Sterling Area: A. R. Conan. Northern Ireland—an Economic 
Survey ; the Last Depressed Area: C.F. CARTER; the Financial Structure : 
P. Rosson. 

Vou. CIII, No. 344, SepremBer 1954. How Good a Creditor? What 
Paitern for Money Rates? : I—Agreements and Margins before 1951. 
Too Much Investment in Fuel? ; J. E. HartsHorn. Hoiland Shows the 
Way. Changes in Canadian Banking: E. P. Nreuretp. Investment 
Problems for Life Offices. 

Vou. CIII, No. 345, OctoBer 1954. How Large a Reserve? Is Industry 
Investing Enough? What Pattern for Money Rates? : II—Anomalies 
that Impede Flexibility. Monetary Policy in the Dominions: J. O. N. 
PERKINS. How Important are Large Companies?: M.S. Rrx. Central 
Banking Control in South Africa: J. 8. G. Witson. Housing Repairs 
and Rents: T. J. SOPHIAN. 


The Bankers’ Magazine 


No. 1324, Juty 1954. Relative Strength of the Pound and the Dollar : 
R. G. Hawtrey. A Commodity-based Currency: Contry CLARK. 
Mechanisation—Some Reflections. 

No. 1325, Aucust 1954. The Banking Half-Year. Extension of E.P.U.: 
H. E. Evirr. The Growth and Activity of the West German Successor 
Banks: H. J. Panten. Special Features of the West German Central 
Banking System: W. Scumipt. Western Germanys Capital Market 
still Lagging: V. Mutuesrus. Recent Legal Decisions of Interest to 
Bankers: C. B. Drover. Better Cheques—Some Suggestions: E. F. 
Gopwin. 

No. 1326, SzepTreEMBER 1954. The Income of Shareholders 1938-1953 : 
D. WaLKER. Lxports against Foreign Currencies: H. E. Evirr. The 
Sources of Finance for Industry and Commerce in Great Britain Since the 
War: A. Lysons. 

No. 1327, OcroBer 1954. Convertibility Problems: FR. F. Harrop. 
National Income and Expenditure. Some Legal Aspects of the Finance 
Act, 1954: Part I—Income Taz and Profits Tax : C. B. DRovER. 


Barclays Bank Review 
Vout. XXIX, No. 3, Auaust 1954. Britain’s Steel Industry. Converti- 
bility and the European Payments Union. Scylla or Charybdis ? Cross 
Channel Power Project. 


District Bank Review 


No. 111, SepremBer 1954. Full Employment Policy in the United States : 
J. JEwKeES. Our Flagging Industrial Investment. 100 Years of Service. 


Lloyds Bank Review 


No. 33, Jury 1954. The Way we Live Now: H. Croome. The French 
Economic Problem: G. Rorrier. Statistics as a Basis for Policy: 
E. DrEvons. 

No. 34, Ocroprer 1954. The Future of GATT: M. L. Horrman. The 

Economics of Pension Funds: F. W. PatsH and A. T. PEACOCK. 

American Farm Surpluses : K. BRANDT. 
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Midland Bank Review 


Auaust 1954. Sixty Years of Death Duties. Sources of Capital for Local 
Authorities. 


National Provincial Bank Review 


No. 27, Aucust 1954. Change—or Decay?: A. Mauve. Trade and 
Industry : Problems and Prospects : H. G. HODDER. 


The Three Banks Review 


No. 23, SEPTEMBER 1954. Housing Problems: W. B. REpDAWay. 
Futures Trading in Cocoa, Rubber and Wool Tops: B. 8. YamMry. A 
Lord Provost of Renown. 


Westminster Bank Review 
Aucust 1954. Flexible Exchange Rates: Str Donatp MacDouGaLtt. 
Local Government—Partner or Agent?: H. Manppick. Profit from 
Waste. Opportunities in the Middle East. Initial Difficulties. Prospects 
for the Dairy Industry: K. E. Hunt and A. H. MaunpErR. Where the 
Money Went. 


The Journal of the Institute of Transport 


Vou. 25, No. 12, SepremBER 1954. Towards a New Railway Charges 
Policy: G. J. Ponsonsy. Distribution of Petroleum in the Republic of 
Ireland: H. H. James. Zonal Collection and Delivery Arrangements : 
H. H. Svarr. 


Planning 


Vou. XX, No. 366, JuNE 1954. Competition from Germany. 

VoL. XX, No. 367, Jury 1954. Controlling Human Numbers. 

Vou. XX, No. 368, Jury 1954. The Disabled Worker. 

VoL. XX, No. 369, Aucust 1954. The Menace of Air Pollution. 

VoL. XX, No. 370, SEPTEMBER 1954. Social Security: Lessons from 
America. 

VoL. XX, No. 371, SepremMBeER 1954. Fixing Wages: a Contrast from 
Holland. 

VoL. XX, No. 372, OcroBER 1954. The Keele Experiment. 


Town and Country Planning 


Vou. XXIII, No. 124, Aucust 1954. Exodus: and the Cloud: F. J. 
OsBorN. Schemes and Negotiations. The Actin Brief: A. E. TELLING. 
Planned Expansion of Country Towns: R. Stamp. Towns the Act can 
Help: G. D. M. Brock. The Choice of Location: G. P. WIBBERLEY. 
Industrial Dispersal from Cities: P. Serr. TDA: the Financial 
Effects: W. L. ABERNETHY. Industrial Selection Scheme: R. J. 
ALLERTON. Tottenham's Experience: M. L. Taytor. Some Thoughts 
on Social Needs: D. R. Mortarty. Bletchley: as Pioneer: J. F. 
SmitH1E. Needs of a Country Town: W.C. BuaKe. Thetford’s Ex- 
pansion—Finance: W. E. CrarKe. The Expansion of Swindon : 
N. G. Lipprarp. Cambridgeshire Projects: G. Woov. The Town 
Development Act in Lancashire and Cheshire: D. Sentor. Nantwich 
was Willing: P. WALKER. 

Vout. XXIII, No. 125, SepremBer 1954. Scotland and Planning. The 
Scottish Scene: R. MirtErR. Scottish Land-Use Planning. Housing in 
Scotland. Two Aspects of Scottish Culture: J. A. Roy. Plans for the 
Edinburgh Region: T. T. Hewrrson. The Clyde Valley: R. GRIEVE. 
New Towns Have a Part to Play: E. B. Mrtrcnett. The Problem of 
the Small Scottish Town : C. THORNTON-KEMSLEY. Hope for the High- 
lands: H. A. Renpet Gowan. Hydro Electric Developments: G. D. 
Banks. Character of Scottish Building: R. H. Marruew. Scottish 
Farming: P. M. Scora. 

Vou. XXIII, No. 126, Ocroper 1954. Fiftieth Anniversary Number. 
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Cartel 

Vou. 4, No. 3, Jury 1954. Cartels and the Coal—Steel Community: R. 
HVELY. Co-operation and Cartel L gislation in Western Germany : 
K. Ktune. Whe Calico Printers : W.'TrestseE. 17 ie People’s Bread. 

Vou. 4, No. 4, OcTroBER 1954. The Unilever Story: R. Every. Agri- 
cultural Surpluses—Expansion or Restriction?: M. Tamprirn. The 
Persian Oil Consortium : W. TRESISE. 


Progress 

Vot. 44, No. 243. SumMER 1954. The Netherlands Foundation of Labour : 
D. U. StixKEer. Foreign Aid and Investment in the Indian Five-Year 
Plan : M. Zinxin. Pioneering in Education : an Industrial Experiment : 
C. Witson. Modern Warehouses. Problems of a European Economic 
Union: H. J. Ass. Town and Country Planning : the First Six Years : 
P. A. Macrory. Among the Business-head Hunters: L. SHARPE. 
The Past and the Future of PEP : J. Epwarps. 

Vou. 44, No. 244, AutumMN 1954. Mexico: an Interpretation: E. Viiua- 
SENOR. Public Authorities in Business: F. Bowrr. The Shortage of 
Scientists : A. D. BONHAM-CaRTER. The Stock Exchange: N. Daven- 
PoRT. The Problem of the National Serviceman: A. Watson. A 
Course for the Advertising Executive: B. Newman. International 
Commodity Agreements : G. BLau. 


Statistical and Economic Review (the United Africa Company) 
No. 13, Marcu 1954. The Processing, Storage and Transport of Nigerian 
Palm Oil. Ferries in the Gold Coast. 


Hard Fibres 
No. 13, June 1954. World Situation. Trends in Manufacturing Countries : 
IV: Holland. 
No. 14, SepreMBER 1954. The Pattern of BEA Sisal Exports. World 
Situation. Trends in Manufacturing Couniries : V—Germany. Chang- 
ing Outlets for BEA Sisal. 


The Canadian Journal of Economics and Political Science 


Vou. 20, No. 3, Aucust 1954. French and English Canadian Contacts 
and Institutional Change: A. D. Ross. The Injluence of Government on 
Labour Relations in France: 8S. Eastman. The Science of Politics in 
the United States: B. Crick. British Demand for New Zealand's 
Exports: E. Lerpavu. Industrial Concentration in Canada and the 
United States: G. RosENBLUTH. <A Historical Analysis of Lottery 
Terms: KR. Cray Sprowis. Development in the Legal Status of the 
Canadian Military Forces, 1914-19, as Related to Dominion Status : 
D. M. A. R. VINCE. 


The Economic Record 


Vot. XXX, No. 58, May 1954. Gordon L. Wood: an Appreciation: 
F. R. E. Mautpon. The Problem of Federal Finance: 8. J. Buti. 
On Keynes’ Economic System—Part I: KE. Linpauyu. Input-Output 
Analysis: B. Cameron. The Research Policy of the Firm: J. C. 
HARSANYI. 


The South African Journal of Economics 
Vou. 22, No. 2, June 1954. Equal Pay for Equal Work: S. T. VAN DER 
Horst. Measurements of Elasticity of Substitution in International 
Trade: Z. M. Kustnskt. Economic Aspects of Immigration Policy 
in Nigeria and the Gold Coast: P. 'T. Bauer and B. 8S. Yamry. Llec- 
tricity Supplies in the Federal Area of Central Africa : J. H. West. 
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Union of South Africa Finance and Trade Review 


Vou. 1, No. 5, Jury 1954. The Present Position of and Probable Future 
Trends in the South African Agricultural Industry : C. v. H. pu PLEssts. 
The Native Reserves of the Union—lIndustrial Areas of the Future: 
J. L. Sapre. Oud from Coal—the Sassol Project: P. E. RoussEav. 
Broedcasting in South Africa : G. Roos. 


The Indian Journal of Economics 


VoL. XXXIV, No. 134, January 1954. The Experiences of an Economic 
Investigator : I. Roy. Ranade and the Historical School of Economics : 
P. J. Jacirpar. Recent Variations in the Cropped Area of Rajasthan : 
D. N. Nacar. A Reconsideration of the Sun-Spot Theory of Business 
Cycles: 8.8. Taneri. Evolution of the Concept of the Stationary State : 
D. 8. Kusnwana. The Changing Tendencies of Consumption in India : 
B. Bewari. Deficit Financing in India: A Defence. 

VoL. XXXIV, No. 135, Aprit 1954. Elasticity of Substitution in Relation 
to the Laws of Returns : J. K.Mernta. The Finance Commission: R.N. 
BuHarGava. The Benefits of Price Instability: G. V. R. Murty. The 
Pessimism of David Ricardo: V. DuBEy. Financial Relations between 
the Centre and the States: 8. Gupta. 


The Indian Economic Journal 


Vou. I, No. 3, January 1954. National Sample Survey—a Review : 
P. V. SukHATME. The Firm’s Decisions and Factors Affecting Them : 
K. 8S. Krisonaswamy. An Appraisal of Indian Economic Change : 
L. A. Horrman. Monetary Policy in India in Post-war Years: K. 
PREMCHAND. Population and Agricultural Productivity in India: 
M. L. DANTWALA. 

Vot. I, No. 4, Aprit 1954. The United Nations and Economic Development : 
K. K. Kurraara. Economic Outlook in India and the Budget for 1954— 
55: C. N. Vaxiz. Middle Class Cost of Living Index: B. N. Datvar. 
A Theory of Industrial Unemployment in an Underdeveloped Economy : 
P. R. BRAHMANANDA. Central Banking in Relation to the Problem of 
Economic Development : H. N. PATHAK. 

Vou. II, No. 1, Juny 1954. The Use of Curves in the Analysis of Market 
Price: A. K. Das Gupta. Plural Note Issue System: a Case Study : 
K. N. Ras. Land Reforms in India: D. THorner. Incidence of 
Taxation: R. N. Buarcava. A Suggestion for a Closer Economic 
Integration between India and the Adjacent Territories: R. K. Amin. 
National Income Estimates in India 1951-49 : G. 8S. Gourt. 


Sankhya 
Vou. 13, Parts 1-2, DecEMBER 1953. A Reconciliation of y*?, Con- 
sidered from Metrical and Enumerative Aspects: H. O. LANCASTER. 
A Note on the Unreduced Balanced Incomplete Block Designs : P. MoHON 
Roy. Multiple Factor Analysis of Personality Ratings in Services 
Selection Boards. Factor Analysis of Technical Trades and Educational 
Examination Marks of the Aircraftsmen of the Indian Air Force: O. C. 
SHarMa. O.C. Curve Simplified: PrRan Natu. A Study of the Growth 
of Population in Rajasthun: R. P. StncuH and D. N. Nacar. In- 
dividual Test of Intelligence Applied to Some Bengali School Girls : 
SHova Dutta. The National Sample Survey: General Report No. 1. 
A Note on the Consumption of Cereals per Adult Unit in Calcutta: N. 
CHAKRAVARTI and K. 8. BANDYOPADHYAY. 
Vou. 13, Part 3, Marcu 1954. On Strongly Continuous Stochastic Processes : 
E. Luxacs. Analysis of the 1939 Model Sample Survey Results from the 
Viewpoint of Integral Geometry: M. Masuyama. Some Experiments 
with Different Types of Area Sampling for Winter Paddy, in Giridth, 
Bihar, 1945 : J. M. S—ncupta. Mathematical Note on Area Sampling : 
M. Masuyama. Agricultural Co-operation in U.P. and Rest of British 
India, 1918—19 to 1945-46 : M. CHAND and R. L. Pancnour. On Selecting 
Random Numbers for Large-scale Sampling: A. MatrHat. On the 
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Punched Card Method in Smoothing for Age Bias in Census Returns : 
K. C. Popper. National Sample Survey No. 2; tables with notes on 
the second round. 

Vou. 13, Part 4, JUNE 1954. A Theory of Estimation for the Fundamental 
Random Process and the Ornstein Uhlenbeck Process: H. B. MANN. On 
the Efficiency of the Least Square Estimates of Parameters in the Ornstein 
Uhlenbeck Process: H. B. Mann and P. B. Moranpa. On Some 
Characterizations of the Normal Distribution : D. Basu and R. G. Lana. 
On the Optimum Character of Some Estimators Used in Multistage Sampling 
Problems: D. Basu. On the Confluent Hypergeometric Function M 
(a, y,y%)-¢ 8. Rusuton. Tables of the Confluent Hypergeometric Function : 
8S. Rusuton and E. D. Lane. Estimation of National Consumption of the 
United Kingdom from Family Budget Studies: M. MUKHERJEE. An 
Adjustment for the Effect of Changing Birth Rates on Infant Mortality 
Rates: K. K. MATHEN and §. J. Poti. Seasonality in the Incidence of 
Strikes in the Bombay Textile Industry : R. K. Som. 


Tata Quarterly 


Vout. IX, No. 3, Jury 1954. Rationalisation in the Cotton Textile Industry. 
Economic and Financial Review April—June 1954. 


Social and Economic Studies 


Vo.. 3, No. 2, SFevEMBER 1954. A Modern Jamaican Sugar Estate: G. E. 
CumPER. Devilopment of Internal Transport in Jamaica: W. F. 
MAUNDER. Characteristics of West Indian Political Parties : M. AYEARST. 
Begging in Kingston and Montego Bay: G. E. Simpson. The Banana in 
Jamaica; Export Trade: A. Hart. 


International Labour Review 


Vout. LXIX, No. 6, JuNE 1954. Population Growth, Socio-economic 
Development and Living Standards: 8. CHANDRASEKHAR. Some 
Problems of Labour Inspection in Underdeveloped Countries : T. GRAHAM. 
The Basic Wage and Standard Hours Inquiry in Australia: J. E. Isaac. 

Vout. LXX, No. 1, Juty 1954. Features of Post-war European Migration. 
Free Trade and Economic Prosperity : F. Muro DE Napa. The Develop- 
ment of Labour Law in the Federal Republic of Germany since 1945: 
H.C. NrprerpEy. Women’s Employmentin India ;: N.K. ADYANTHAYA. 

Vou. LXX, No. 2, Aucust 1954. Planning a Welfare State in Burma: 
J. Luoyp. The Development of Labour Law in the Federal Republic of 
Germany since 1945: II: H. C. Niprerpsy. Worker-Trainees : 
a Form of Technical Assistance : M. THupICHUM. 

Vou. LXX, No. 3-4, SepTeEMBER-—OCTOBER 1954. Léon Jouhaux, 1879- 
1954. The Thirty-Seventh Session of the International Labour Conference, 
Geneva, June 1954. The Improvement of Human Relations in the Under- 
taking. The Problem of Surplus Manpower in Europe: A. OBLATH. 
The Work of the Ford Foundation in India: V. L. Goswami. 


International Financial Statistics 

Vou. VII, No. 7, Jury 1954. Statistics for 58 Countries Covering Data 
Important to the Analysis of the International Payments Problem and the 
Problem of Inflation. 

Vout. VII, No. 8, Auaust 1954. Interest Rates. 

Vou. VII, No. 9, S—epTEMBER 1954. Renewal of the European Payments 
Union. 

Vou. VII, No. 10, OcroBER 1954. Statistics for 58 Countries Covering 
Data Important to the Analysis of the International Payments Problem 
and the Problem of Inflation. 


International Monetary Fund Staff Papers 
Vou. IV, No. 1, S—epremMBER 1954. Short-range Forecasting of U.S. Im- 
ports: T. D. SwEENEY. Stabilization of the Greek Economy and the 1953 
Devaluation of the Drachma: E. A. ExtaprEs. Selective Credit Controls 
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in Underdeveloped Economies: I. G. Patent. Recent Latin American 
Experience with Bilateral Trade and Payments Agreements: J. H. C. DE 
Looper. International Movements of Public Long-term Capital and 
Grants, 1946-50 : M. L. WEINER and R. Datua-CHIESA. 


United Nations Economic Bulletin for Europe 


Vou. 6, No. 2, Frrst QuarTER 1954. Developments in Trade between 
Eastern and Western Europe in 1953. 


International Journal of Agrarian Affairs 


Vot. 1, No. 6, JuNE 1954. Hconomic Aspects of Mechanisation on Medium- 
sized Farms ; contributions by A. W. Asusy, D. K. Brirron, H. NorHan, 
W. Stuper, G. KREHER and K. BLECHSTEIN. 


Public Finance 


Vou. IX, No. 2, 1954. The Improvement of Sales and Turnover Taxes : 
G. ScHMOLDERS. Some Elements of the Theory Determining all Govern- 
ment Activity: E. Fossati. The Commission on Intergovernmental 
Relations and Grants-in-Aid in the United States: H. D. Hamitton. 
Shifting of a Specific Excise Tax : M.R.CotBere. Use of Tax Collections 
in Kind to Combat Inflation in the Republic of Korea: H. P. Waxp. 
Some Comments on the Taxation of Personal Income and Expenditure 
in the United Kingdom : D. WALKER. 


Kyklos 


Vout. VII, No. 1-2, 1954. Development and the Free Economy—Some 
Typical Dilemmas: J. BASTER. Zur Wirtschaftspolitik und Theorie der 
Englischen Klassiker: K. Stncer. La Banque des Réglements Inter- 
nationaux et VUnion Huropéenne de Paiements: R. AvusBorn. The 
Changed Meaning of Self-interest: W. Zaspuic. LErberhard Gothein : 
E. Saury. Les Difficultés du Fonds Monétaire International et Leurs 
Causes: E. James and Le Tuanxk-Kuor. International Aspects of the 
French Investment Program: H. Lusetyu. Soziologie und Existiential- 
ismus : V. WILLI. 


Economia Internazionale 


Vou. VII, No. 2, May 1954. Le curve di indifferenza “‘ per una comunita”’ : 
analisi critica: O. D’Atauro. Contribution a la construction d’une 
théorie de la distribution du revenu: J. MarcHan. Un semplice modello 
econometrico relativo al sistema economico italiano, per il periodo 1948-— 
1952: A. Prepett1. Some Considerations of Triangular Trade as 
Influenced by Retention Quota Arrangements : Part II : U. SAccHETTI. 

Voz. VII, No. 3, Aususr 1954. A Suggestion for Simplifying the Theory of 
International Capital Movements: H. W. ARNDT. Problémes monétaires 
internationauxz d’aujourd’ hui etdedemain : A.G.Cantna. The Economics 
of Foreign Exchange Retention Schemes : I—Partial Devaluation Aspect : 
8S. C. Tstanc. Some Problems Connected with the Establishment of a 
Common Market in Schuman Europe : J. WEMELSFELDER. 


The American Economic Review 
Vou. XLIV, No. 4, SEPTEMBER 1954. A Model of Trade and Accumulation : 
D. M. Bensusan-Butt. Germany’s External Economic Position: H. J. 
DernsurG. Dollar Pooling in the Sterling Area, 1939-52: K. M. 
Wricut. FEacise Tax Burdens and Benefits: G. F. Break. The 
Economics of a Fund Resource: Mining: D. Caruiste. Degree of 
Progresssion : The Income Tax: R. W. LINDHOLM. 


The Annals of the American Academy of Political and Social Science 
Vou. 294, Juty 1954. America and a New Asia. 
Vox. 295, SEPTEMBER 1954. America through Foreign Eyes. 


No. 256.—vo.L. LXIv. 3K 
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The Quarterly Journal of Economics Vc 


Vou. LXVIII, No. 3, Auaust 1954. Walras, Leontief, and the Inter- 
dependence of Economic Activities: R. KUENNE. Programs and Prog- 
noses: P. STREETEN. The Pattern of Foreign Trade in Eastern Europe 
and its Relation to Economic Development Policy: D. Granick. Bois- 
guilbert : a Neglected Precursor of Aggregate Demand Theorists: 8. L. ' 
McDonatp. The Coal Miners: A Study of Union Control: B. Karsu 
and J. Lonpon. Bottleneck Phenomena and Cyclical Change: the Role 
of the Iron and Steel Industry: H. W. BroupEe. Multiple Products 
and Oligopoly Strategy : a Development of Chamberlin’s Theory of Products : 
R. F. LANZILLorTI. 


The Journal of Political Economy Vo 

Vou. LXII, No. 4, Aucust 1954. Richard Cantillon : First of the Moderns : j 
I: J. J. Spencer. British Monopoly Policy: a Current Analysis : 
J. A. Howarp. Increasing Returns in the Railway Industry: G. H. 
Borts. Individual Choice in Voting and the Market: J. M. BucHANAN. 


The Review of Economics and Statistics 


Vout. XXXVI, No. 3, Avaust 1954. A Symposium on the Economic 
Report of the President and Related Documents: Introduction: S. E. . 
Harris; Comments: H. 8. Extis, G. Comm, A. H. HANSEN and M. V 
BRONFENBRENNER. Afterthoughts on Paley : CoLIn CLARK; Comment: 
E. 8. Mason. The Structure of American Foreign Trade: a New View 
Examined: P. T. Ettswortsx. Capital Shortage and Labour Surplus 
in the United States? : B. C. Swertinc. The Social Accounts of the 
Soviet Union in 1934: F. Seton. Capital—Output Ratios of Certain 
Industries : a Comparative Study of Certain Countries: V. V. BHATT. 
Cyclical and Secular Changes in State Per Capita Incomes, 1929-50: 
F. A. Hanna. 


— ee a | 
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Econometrica 
Vou. 22, No. 3, Jury 1954. LEwistence of an Equilibrium for a Competitive 
Economy: K. J. ARrow and G. DEeBREv. An Application of Activity Vv 
to the Theory of the Firm: M. J. Farrett. A Note on Mr. Farrell’s 
Model: D. G. CHAMPERNOWNE. Inventory Fluctuations in Flaxseed 
and Linseed Oil, 1926-1939: S. G. ALtLEN. Price Determination in a 
Stock-flow Economy: R. W. CrowEr. Effects on Demand of Changes 
in the Distribution of Income ; :a Comment: W. J. CortettT; a Reply: 
K. Borcw. Quasi-Inverses Associated with Minkowski—Leontief Matrices : Vo 
Y. K. Wone. Stability of the Exchange Rate Mechanism in a Multi- 
Country System: J. J. PowaKk and T-C. Liv. ( 


The Review of Economics and Statistics 

Vout. XXXVI, No.2, May 1954. The Nature and Significance of Input- 
Output: R. Dorrman. Real Wages in the Soviet Union, 1928-1952: 
J. G. CoapmMan. Investment Criteria for Manufacturing Industries in 
Underdeveloped Courries: K. A. Bourn. German Terms of Trade by 
Commodity Classes and Areas: C. P. KINDLEBERGER. The Functional 
Distribution of Income in the United States, 1850-1952 : D. G. JOHNSON. 
The Level of Inventive Activity: J. ScCHMOOKLER. Proposals for Im- 
proving Income and Product Concepts: J. MAyER. Liquid Assets and 
the Consumption Function: M. Cowen. Prospects for Soviet Farm 
Output and Labor : N. Jasny. 


Industrial and Labor Relations Review 


Vou. 7, No. 4, Juty 1954. Recruiting Patterns and the Functioning of 
Labor Markets: F. T. Matm. Union Activity and Dual Loyalty: 
L. R. Dean. Diversity of Time-study Practice: 8S. Barkin. The 
‘* Closed Shop’ Controversy in Post-war Britain: J. T. McKeEtvey. V 
The Economics of Trade Union Organisation and Administration : 
M. Berkowitz. Labor Relations and Trade Unions in the Gold Coast : 
R. B. Davison. 
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Vou. 8, No. 1, OcroBER 1954. Government Restrictions on Labor Mobility 
in Italy: M. GARDNER CLARK. Raiding among the ‘“‘ Legitimate” 
Unions: J. Kristov. Psychiatry in Industry: T. Buruinc. When 
Stoppages are Prohibited: J. V. Spretmans. Social Integration, Atti- 
tudes, and Union Activity: L.R.DEan. Wage-Productivity Comparisons : 
J. Backman. Working Groups in a Plural Society: C. S@eFER. An 
Appraisal of Labor Arbitration: A Management Viewpoint: T. H. 
Ferauson; A Labour Viewpoint: H. Cooper; An Arbitrator’s View- 
point: A. Horvitz. Newspaper Coverage of Labor-Management News : 
The Reporters’ Point of View: W. L. HopGEs. 


The Southern Economic Journal 


Vor. XXI, No. 1, Juty 1954. Inflation in an Export Economy: W. 
HERENCHAK. Deficits, Surpluses, and National Income : J. G. GURLEY. 
The Macro and Micro Aspects of the Wealth of Nations: J. P. HENDERSON. 
Resource Adjustments to Equate Productivities in Agriculture: E. O. 
Heapy and C. B. Baker. The Federal Government and the Peanut 
Industry: R. H. Leacu. Wages and the Allocation of Employment : 
A. L. GITLow. 


Harvard Business Review 


Vout. 32, No. 4, Juty—Aucust 1954. Can We Avoid Depression in a 
Dynamic Economy?: M. G. DE CuHazEau. The Top Executive—a 
Firsthand Profile: R. M. Watp and R. A. Doty. A Business Look 
at the Army: P. L. Davies. Old-fashioned Initiative for Modern 
Enterprise: A. Patron. Notes on Podsnappery : F. M. OPPENHEIMER. 
New Potentials of Materials Handling: J. R. Bricut. Control Means 
Action: A. F. Emcu. GE and UNIVAC—Harnessing the High- 
speed Computer: R. F. OsBorn. Trend to Fleet Leasing: J. W. 
Roxturns. Why not try Co-operative Research?: P. M. ARNOLD. 
Dilemma of the Industrial Relations Director : D. E. McFaruanp. 


Explorations in Entrepreneurial History 


Vou. VI, No. 4, May 1954. Kinship and Trade in Seventeenth Century 
New England: B. Battyn. The Serf Entrepreneur in Russia: H. 
Rosovsky. Occupational Mobility and American Life : Some Historical 
Hypotheses : R. GINGER. 


Social Research 


Vou. 21, No. 2, Summer 1954. The Classical Theory of Economic Growth : 
A. Lowe. Republican Humanism: H. M. Jones. Central Economic 
Co-ordination in British Government: R. W. Taytor. Man’s Self- 
Alienation in the Early Writings of Marx: K. LOw1rx. 


Journal of Farm Economics 


Vor. XXXVI, No. 3, Aucust 1954. Political Strategy of Agriculture : 
E. A. ENGELBERT. Needed Adjustments in Farming: R. P. CHRISTEN- 
SEN. Proposed New Directions in World Agricultural Policy: M. 
EzEKIEL. Demand Analysis from the M.S.C. Consumer Panel: G. C. 
QUACKENBUSH. More Economical Cottonseed Oil Mills: J. M. 
Brewster. Journal of Farm Economics—First 35 Years: C. J. 
ARNOLD and R. Bartowe. Interrelationships of Economic and Agronomic 
Concepts: J. C. ReEpMAN and S. Q. ALLEN. A Fertiliser Production 
Surface: E. O. Heapy and J. Pesex. Economic Rating of Soils for 
Tax Assessment: A. R. AANDAHL, W. C. Murray and W. ScHOLTES. 
Reclamation Under the Desert-Land Act: K. 8. Lanpstrom. 


Economic Geography 
Vou. 30, No. 3, Juny 1954. Delimiting the CBD: R. E. Murpuy and 
J.E. Vance. Sugar Production in North Queensland : D. 8. SmmoneETrT. 
The Danube—Black Sea Canal and the Russian Control over the Danube : 
N. SpuLBerR. The Basic—Non-basic Concept of Urban Economic Func- 
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tions: J. W. ALEXANDER. Ogdensburg and the ‘‘ Ogdensburg Gateway ” ; 
a Study in Geographic Situation: R. B. JoHNsoN. 

Vot. 30, No. 4, OcroBER 1954. The Growth of Pastoralism in Southland, 
New Zealand: H. J. Critcurretp. A Comparative Study of Nine 
Central Business Districts : R. E. Murpnuy and J. E. Vance. Distribu- 
tion of Population on Hispaniola: D. R. DyErR. Some Functional 
Aspects of Cape Town: P. Scorr. ‘Corn Belt’ Cattle Feeding in 
Eastern Colorado’s Irrigated Valleys : D. A. HENDERSON. 


Land Economics 

Vou. XXX, No. 3, AuGust 1954. Atomic Energy and Enterprise Economics : 
A. BoRNEMANN. Development of the British Television Service: R. H. 
CoasE. Accelerated Settlement and Development of Irrigation Projects : 
C. E. Stewart, D. C. Myrick, 8S. W. VoELKER and K. KRISTJANSON. 
Economic and Regulatory Problems in the Broadcast Field : H. H. Goup1n 
and P. O. SteErnER. Development of a National Airport Plan: J.C. D. 
BLAINE. 


The Journal of Accountancy 


Vou. 98, No. 1, Jury 1954. How Will Business Electronics Affect the 
Auditor’s Work?: J. Petes. A Brief Guide for Preparing Good Audit 
Work Papers: R. 8S. Jouns. A County Controller Reviews his First 
Two Years in Office: T. P. Strunck. The Process of Developing Ac- 
cepted Accounting Methods : J. W. QUEENAN. The Controller’s Function 
in Top Level Management: G. A. WEtscH. A Review of the Proposed 
New Internal Revenue Code: B. Harrow. The Role of the Accountant 
in Direct-Placement Financing: E. R. Morris. 

Vou. 98, No. 2, Aucust 1954. The Accountant's Position in the Field of 
Taxation: M. E. Ricuarpson. The Increasing Importance of Staff 
Training Programs: E. M. Bouter. A Review of the Proposed New 
Internal Revenue Code: B. Harrow. A Survey of Audit Reports 
Submitted to 300 Banks. The Future of Lease Financing under New 
Depreciation Rules: A. H. CoHen. An Appeal to Accountants for 
Aid in Tax Administration : B. F. Warts. 

Vot. 98, No. 3, SEPTEMBER 1954. Internal Revenue Code 1954. 

Vot. 98, No. 4, OcToBER 1954. Client Help Program Study : a Comparative 
Survey: L.H. Pru. One Firm’s Policies in Training and Compensating 
Staff Men: P. J. Apam. A Practical Cost System for the Small Manu- 
facturer: J. A. Mrrcnett. The Selection of Accountants for Municipal 
Audit Work: R. S. Warner. Increasing the Speed and Accuracy of 
Filling Out Tax Returns: R. E. Netson. The Professional Obligations 
Imposed by Auditing Standards: FR. B. Smit. 


Revue d’ Economie Politique 
Vou. 64, No. 4-5, Juty—Ocroner 1954. La France Economique en 1953. 
Avant Propos: R. Courtirn. La situation démographique de la France : 
L. Henry. L’évolution des prix: R. Dumas. Le revenu national : 
P. Carre. L’Union frangaise d’outre-mer : J. PELLIER. 


Revue Economique 


Vou. V, No. 2, Marcu 1954. Le Dollar. L’asymétrie de la balance des 
paiements: C. P. KINDLEBERGER. Les investissements américans @ 
Vétranger : B. Ducros. Les problémes monétaires de l’ Amérique latine : 
L. Buquet. La zone sterling et Vattraction du dollar : J. L. GUGLIELMI. 
Qu advient-il du Fonds Monétaire International?: C. L. MERwIN. 
L’Union Européenne des Paiements : M. Jaout and O. SCHLOESING. 

Vou. V, No. 3, May 1954. La Distribution. Eléments pour une théorie de 
la distribution: J. and H. Krier. Une politique de la distribution 
est-elle souhaitable et possible?: J. M. JEANNENEY. LEléments d’une 
politique commerciale en France: J. Romiev. Les études de marchés 
aux Etats-Unis: D. A. Revzan. Influence des entreprises commerciales 
sur le marché: J. AUBERT-KRIER. Les structures régionales du com- 
merce: R. GOETZ-GIREY. 
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Vou. V, No. 4, Juty 1954. Influence des phénoménes d’élasticité sur 
Vaccélérateur: R. Maury. Variations de la circulation fiduciaire en 
1952 et 1953: P. Bercer. La zone monétaire belge: C. Lerort. La 
zone sterling et les avantages de ses participants : M. Moret. La situation 
économique : L. A. VINCENT. 

Vou. V, No. 5, SEPTEMBER 1954. Quelques aspects de la théorie de la firme : 
R. GUIHENEUF. Les comptes de villages: S. WickHAM. La comptabilité 
nationale dans les pays sous-développés: B. Ducros. La sidérurgie 
autrichienne: J. L. Payart. Politique monétaire de stabilisation aux 
Etats Unis: R. TaBaTont. 


Economie Appliquée 


Vou. VI, No. 4, OctoBER—DECEMBER 1953. Notes sur le taux de croissance 
actuel de Vindusirie soviétique : A. GERSCHENKRON. Tauzx de change et 
options sur les structures: M. Byt. Les objectifs économiques d’une 
coopération durable: J. WEILLER. Schumpeter avant 1925, livré au 
hasard de ma mémoire: W. Tritscu. Le développement des monnaies 
de crédit et les cadres institutionnels qwil nécessite: W. Trirscu. Di- 
mensions de la firme et exploitation agricole : 8S. WICKHAM. 

Vout. VII, No. 1-2, January-JUNE 1954. Le principe de dualisme ap- 
pliqué aux problémes de croissance et de cycles: J. AKERMANN. Le 
probléme de la tendance et du cycle: R. M. Goopwin. Relations entre la 
croissance économique et les fluctuations cycliques: N. Katpor. Note 
sur les modeéles statiques du cycle: N. Katpor. Le réle des facteurs 
psychologiques dans lVexplication des fluctuations économiques et de leurs 
irrégularités: W. A. JouHR. Les besoins de capitaux dans les pays sous- 
développés : P. N. RoSENSTEIN-Ropan. La relation d’insatisfaction : 
P. DreTerRLEN. L’étalon monétaire et la stabilisation économique : 
A. G. Hart. Dynamique économique et stabilisation économique : 
H. Bayer. Oscillation et croissance : H. GUITTON. 


Journal de la Société de Statistique de Paris 


Vou. 95, Nos. 1-2-3, JANUARY—FEBRUARY—MARCH 1954. De la possibilité 
de cowvrir par une assurance le risque de ruine d’un ouvrage d’art: M. 
Prot. La statistique et la banque: P. CauBovuE. Chronique de démo- 
graphie: P. Gasc. 

Vou. 95, Nos. 4-5-6, Apri—May-JunE 1954. Les fluctuations de la 
production industrielle et de Vemploi dans Vindustrie depuis 1914: deux 
aspects du mouvement économique de longue durée: L. Fuaus. Chronique 
des salaires: M. J. Maurroy. Chronique de production industrielle : 
M. P. VIENNOT. 


Revue de Science et de Législation Financiéres 


Vou. XLVI, No. 3, Juty-SEPTEMBER 1954. Economy in Public Spending : 
C. LowEtt Harris. Concerning Fraud in Taxation: F.Caret. Specific 
Points of Monetary and Credit Policy in Western Germany : R. STUCKEN. 
Internal Financial Stability and Full Employment: Can they be Re- 
conciled?: M. Masorn. The Evolution of Public Debt in Yugoslavia : 
V.Murxo. Does Public Borrowing Encourage Inflation? : J. FONTANEAU. 
Some Aspects in the Federal Budget of U.S.A.: N. HERMANN. Remarks 
on the Evolution of the Form of Tax Deduction in France in the last Fifty 
Years: M. Fuamant. Recent Developments in Public Finance: in 
France: H. Krier and P. te Bourva; in the French Union: J. 
Lecartton. Survey of French Tax Legislation : P. CouLBOIs. 


Population 


Vou. 9, No. 1, January—Marcu 1954. Faits et problémes du jour: A. 
Sauvy. Une enquéte sur l’opinion publique a Végard de Valcoolisme : 
H. BastipE. Nouveaux documents sur Vimmigration en France: A. 
Grrarp and J. Storrzen. A propos des prestations familiales dans les 
territoires frangais d’ Afrique noire: P. AuBin. La fécondité des ménages 
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canadiens au début du XVIII siécle: J. Henriprn. L’évolution démo. 
graphique de la Belgique: F. HEBETTE. Economie et population : les 
doctrines francaises avant 1800: A. FaGE. 

Vou. 9, No. 2, Aprit—JUNE 1954. Mise au point sur la natalité frangaise ; 
L. Henry. La population vivant en meublé : quelques données pour le 
départment de la Seine: A. VIEILLE. Essai sur le peuplement pré- 
historique de la France: L. R. Noverer. ‘ Le niveau intellectuel des 
enfants d’dge scolaire”’ : nouveaux résultats : A. GIRARD. La population 
des villes : sa mesure sous la Révolution et VEmpire: M. RErINnqHaArp, 
‘* Le mouvement naturel de la population dans le monde de 1906 a 1936” ; 
H. Bunnie. La mortalité infantile ad Amsterdam selon les groupes sociaus : 
P. De Wo irr and J. MEERDINKE. 

Vou. 9, No. 3, Juty-SEPTEMBER 1954. Nouvelles données sur la mortalité 
infantile: M. Fespvay and M. Croze. Fréquence et nature des anomalies 
dans les familles consanguines: J. Surrer and L. TaBau. Crises 
démographiques : Problémes économiques ou crises morales ?: J. RUWETt. 
Vues générales sur la mortalité frangaise depuis la guerre: R. PREssat. 
Quelques données inédites sur Vauban et les premiers recensements de 
population: E. Esmonitn. Du salaire minimal au revenu national : 
A. Sauvy and G. MALIGNaAc. 


Annales de Sciences Economiques Appliquées 


Vou. 12, No. 1, FEBruary 1954. Apergu de la conjoncture économique en 
Belgique. Les banques et la réglementation du change: F. Cou. 
Le fonds monétaire international et la collaboration monétaire internationale 
durant la derniére décade : M. D’HAEZE. 

Vou. 12, No. 2, Aprit 1954. Considérations sur la banque internationale de 
reconstruction et de développement et sur sa politique: A. 'TIMMERMANS. 
La comptabilité dans l Egypte pharaonique et hellénistique: J. VLAEM- 
MINCK. L’importance et la formation des cadres dans l’économie moderne : 
M. LaLorre. Quelques aspects sur le probleme du logement des travailleurs 
indigénes & Léopoldville : J. VERSTRAETE. 

Vou. 12, No. 3, Juty 1954. Apergu de la conjoncture économique en 
Belgique. Propos a batons rompus sur les doctrines économiques: M. 
Masoin. A propos des reviseurs d’entreprises et des commissaires- 
reviseurs: U. VarEs. Considérations sur la banque internationale de 
reconstruction et de développement et sur la politique: A. TIMMERMANS. 
Essai sur la démarche comptable : J. VLAEMMINCK. La distribution et les 
marchés : Une forme nouvelle de distribution au service de lV indépendant : 
la chaine volontaire : J. PLANCHARD. 


Bulletin de V Institut de Recherches Economiques et Sociales 


Vou. XX, No. 5, Aucust 1954. Le rapport du capital au revenu : aspects 
théoriques: A. KERVYN DE LETTENHOVE. Le probléme structurel et 
Vexpansion économique en Belgique: L. DUQUESNE DE LA VINELLE. 
La population active en Belgique : F. HEBETTE. 

Vor. XX, No. 6, SEPTEMBER 1954. La conjoncture économique de la 
Belgique : M. WoiTrin. 


Revue de l’ Institut de Sociologie 
No. 1, 1954. La ‘“‘ reconversion”’ de l’ Agriculture Soviétique. Du lien 
entre V’évolution du sentiment national en Belgique et la position inter- 
nationale du pays: G. Gortety. Le probléme de V’économie indigéne au 
Congo Belge. Hommes et Betés ; Action réciproque: L’Expérience: R. 
Amy. 


Institut Universitaire d’ Information Sociale et Economigqve 


No. 3, 1954. Mode de Vie des Ouvriers, 1948-9: III: L’alimentation: 
G. JACQUEMYNS. 
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Schmollers Jahrbruch 


Vou. 74, No. 4, 1954. Notwendigkeit und Freiheit im Marxismus: die 
maraistische Theorie der Lebenspraxis: H. Scuack. Statistische Sozial- 
forschung : Werdegang und Gegenwartsprobleme : C. LoRENz. Minde- 
streservehaltung als Mitiel der Kreditpolitik : H. H. HOHLFELD. 

Vou. 74, No. 5, 1954. Die energetische Betrachtung des wirtschaftlichen 
Geschehens: S. Sacororr. Das allgemeine Stabilitdtspostulat in der 
nationalékonomischen Klassik, insbesondere bei Ricardo: F. JONAS. 
Unternehmungen, Unternehmer und Arbeiter im Eisenerzbergbau und in 
der Eisenverhiittung der Oberpfalz von 1300 bis um 1630: F. M. Rzss. 


Wirtschaftsdienst (in German with English Air Mail Digest) 


Vou. 34, No. 8, Aucust 1954. On Education for Industrial and Political 
Leadership. Italy’s Case for her Claim to Trieste. How German Industry 
Trains its Younger Generation of Skilled Workers: A. KiESLINGER. The 
Training Facilities of the German Trade Unions: H. Ktrrers. Diagnosis 
of Federal Financial Reform : H. Suivan. 

Vot. 34, No. 9, SEPTEMBER 1954. Wage Claims—Cost of Living—National 
Product. Rritish and German Competition for Export Markets: W. M. 
SCAMMEL. Agrarian Policy on a New Course: H. LUBKE. The 
Structure of Trade in the Federal Republic : M. HUTTNER. 


Wirtschaft und Statistik 


Vou. 6, No. 6, JUNE 1954. Zum Ablauf einer Bundesstatistik : H. REEpP- 
SCHLAEGER. Zur Frage der Einkommensschichtung. G. Furst. Das 
veranlagte Einkommen und seine Besteureung : H. HEINE. 

Vou. 6, No. 7, Juty 1954. Probleme der industriellen Produktionsstatistik : 
G. Furst. Das Einkommen aus unselbstindiger Arbeit im Rahmen der 
Volkseinkommensberechnung: H. Bartets and H. Spiker. Das 
Einkommen aus unselbstindiger Arbeit in den Jahren 1949 bis 1953: 
H. Sprrker. Die Frau in Haushalt und Beruf : K. Horstmann. 

Vou. 6, No. 8, August 1954. Der Beitrag der Land- und Forstwirtschaft 
und der Fischeret zum Sozialprodukt: K. H. RaaBe. Strukiurdaten 
zur Berechnung der Wertschépfung des Einzelhandels im Jahr 1950: 
I. Kieemann. Die Entwickiung des Bauhauptgewerbes 1950-1953 : 
EK. v. Lucapovu. Einkommen und Kérperschaftsteuer der Kérperschafts- 
teuerpflichtigen : H. HEINE. 

Vo. 6, No. 9, SEPTEMBER 1954. Das Sozialprodukt im 1 Halbjahr 1954 : 
I—Die Entstehung des Sozialprodukts und das Einkommen aus unselb- 
stindiger Arbeit im 1 Halbjahr 1954 : K.H. RaaBe; I[I—Die Verwendung 
des Bruttosozialprodukts im 1 Halbjahr 1954: O. ScHOrry. Die Aus- 
gaben von Bund, Ldndern und Gemeinden fiir das Rechnungsjahr 1952 : 
F. MENGERT. 


Jahrbiicher fiir Nationalékonomie und Statistik 


Vou. 166, No. 3, Aucust 1954. Recht, Staatsgewalt und Wirtschaft: O. 
VON ZWIEDINECK-SUpENHORST. Die wirtschaftlichen Grundlagen der 
mittelalterlichen Gesellschaft : M. M. Postan. 


Weltwirtschaftliches Archiv 


Vou. 72, No. 2, 1954. The Creation of Money Income: J. PEDERSEN. 
Die Tatigkeit der Reichsbank von 1876 bis 1914: K.R. Bopp. Zur Frage 
der Auswirkungen einer Abwertung auf die internationalen Austasuch- 
bedingungen: K. Rotuscuttp. Rent Concepts and the Theory of 
Opportunity Cost: M. D. Brockxre. Die Herkunft der Unternehmer und 
Kapitalisten im Aufbau der kapitalistischen Zeit : K. WYEDENFELD. 

Vou. 73, No. 1, 1954. The Theory of Inflation: J. PEDERSEN. Der 
Realismus der Marginalanalyse in der Preistheorie: E. SCHNEIDER. 
Multiplikator, Akzelerator, Wachstumstraten und Konjunkturzyklus : 
W. Kraus. Bevélkerungsentwicklung und Leistungspotential: K. M. 
Botte. 
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Zeitschrift fiir die Gesamte Staatswissenschaft 


Vou. 110, No. 3, 1954. Das Problem der kontinuierlichen Expansion der 
amerikanischen Wirtschaft: F. BazERwautp. Zur Lehre von der Wirt- 
schaftspolitik: F. Hartoe. Die Geschichte der deutschen Versuche zur 
Lésung des Kartell- und Monopol-Problems: C. E. FiscHer. Bemer- 
kungen iiber das Verhdltnis zwischen Gkonomischer Theorie und sozio- 
6konomischer Struktur: G. EISERMANN. Franz Oppenheimer als Lehrer 
und Okonom : B. Scuvuttz. Von den Ansétzen einer neuen Soziologie der 
Technik bei Thorstein Veblen: P. Heintz. Die Lehre Pufendorfs von 
der beschrinkten Monarchie: B. BORNER. Zur Staatsauffassung von 
Karl Barth : P. ScHNEIDER. 


Allgemeines Statistisches Archiv 


Vou. 37, No. 5, 1953. Moderne Methoden der statistischen Kausalforschung 
in den Sozialwissenschaften: O. ANDERSON. Probleme und LEigen- 
tiimlichkeiten sozialstatischer Erkenntnis : A. BLIND. 

Vout. 38, No. 1, 1954. Stichprobenpldne fiir Konsumerhebungen: L. 
Bosse. Uber einige Stichprobenprobleme bei der Vorberietung des 
deutschen Mikrozensus: S. Ko.uier. Stichprobenverfahren in der 
amtlichen westdeutschen Agrarstatistik: HH. STRECKER. Studie zur 
Frage des Familieneinkommens: H. ScumMucker. Eine Abschdtzung 
der Nahrstoffpreise in den Nahrungsmitteln : H. Kraut and H. BRAMSEL. 

Vou. 38, No. 2, 1954. Erziehung zur Statistik : K. Kriecer. Regionale 
Statistik und Karte: F. Water. Marktforschung durch Befragung : 
C. Kaprerer. Uber die Anwendung von Tendenzbefragungen als Mitiel 
der Konjunkturbeobachtung im Ausland : W. SrricELt. Die Problematik 
der Statistik des Messewesens: H. Rauurs. Probleme des Wohnungs- 
defizits in Osterreich : H. HEriDENWAG. 


Statistische Vierteljahresschrift 


Vout. 6, No. 3-4, 1953. Verkettbare Statistiken und thre maschinelle 
Auswertung: A.Apam. Uber eine elementare Herleitung der Shepardschen 
Korrekturen und eine prinzipielle Bemerkung iiber die letzteren: L. 
Hormann. Die statistische Abteilung des Mathematischen Zentrums in 
Amsterdam : J. F. Koxsma and R. Doornzos. 

Vou. 7, No. 1-2, 1954. Festschrift fiir Hofrat Universitétsprofessor Dr. 
Wilhelm Winkler zum 70 Geburtstag. Zum Geleit: G. ZIMMERMANN. 
Vertrauensgrenzen eines Extremums: A. LINDER. Verzerrung eines 
Stichprobenplanes durch Nichtbeantwortung: H. KeELLERER. Linige 
statistische Modelle zur Analyse von Fussballresultaten: S. Vaspa. 
Uber den Umgang mit systematischen statistischen Fehlern : O. ANDERSON. 
Gangpriifung bei normal verteilien Qualititsmerkmalen: A. ADAM. 
Bemerkungen zur statistischen Qualitdtskontrolle in der Spinnerei: J. 
PranzaGL. Mass und Richtung: Zur Aggregation dreiwertiger Signal- 
konstellationen im Ifo-Kenjunkturtestverfahren: E. Frets. Ein Beitrag 
zur mechanischen Ausgleichung : L. SCHMETTERER. Tabakkonsum und 
Erkankungen der Atmungsorgane: W. Ossapnik. Schlussworte: A. 
ADAM. 


Bayern in Zahlen 


Vou. 8, No. 5, May 1954. Die Wanderungen iiber die bayerische Landes- 
grenze 1953: W. Marer. Der Gemiiseanbau in Bayern 1954: J. 
ErcHincer. Der Schweinebestand in Bayern: F. Ittner. Die Lage 
der bayerischen Wirtschaft zu Beginn des Frithjahrs 1954: H. Ranz. 
Kraftfahrzeugbestand Bayerns im Frithjarh 1954: J. Lerner. Die 
Kapitalgesellschaften in Bayern : R. SCHNEIDER. 

Vou. 8, No. 6, JuNE 1954. Ausldnder, heimatlose Ausldnder und aus- 
ldndische Fliichtinge in Bayern 1954: V. RicutER. Die voraussichtliche 
Entwicklung der erwerbsfihigen Bevilkerung Bayerns: W. Mater. 
Anbauplanung und Anbauverwicklichung 1954 in Bayern: J. Rass. 
Der Fremdenverkehr Bayerns im Winterhalbjahr 1953/4: J. LEIPNER. 
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Das Steueraufkommen in Bayern: H. Rowuanp. Die steigende Bean- 
spruchung der sozialen Rentenversicherung: E. Scumipt. Alterserwerb- 
stdtigkeit und Altersversorgung in Bayern: A. VOELCKER. Die Entwick- 
lung des Fleischverbrauchs in Arbeitnehmerhaushaltungen seit 1949: H. 
ScumucKER. Die ~oraussichtliche Entwicklung der Schiilerzahlen in den 
kommenden Jahren in Bayern : H. LOHBAUER. 

Vou. 8, No. 7, Juty 1954. Bayerns Sozialprodukt im Jahre 1953: J. 
WIRNSHOFER. Alier und Familienstand der iiber die bayerische Landes- 
grenze Abgewanderten: W. Mayer. Hopfenexport Bayerns aus der 
Ernte 1953: J. LerpNER. Die ersten Auswirkungen des neuen Jugend- 
gerichsgesetzes : E. SCHMIDT. 

Vou. 8, No. 8, Aucust 1954. Verdnderung der konfessionellen Zusam- 
mensetzung Bayerns durch Wanderung: W. Mater. Bayerns Vieh- 
bestinde Mitte 1954: J. Buck. Die Bauwirtschaft in Bayern: H. 
Krestinc. Die Lage der bayerischen Wirtschaft im Sommer 1954: 
H. Ranz. Betriebserhebung in Beherbergungsgewerbe zum 1 April 1954 : 
J. Lerpner. Das Personal der bayerischen Gebietskérperschaften: R. 
ScHNEIDER. Struktur und Entwicklung der kommunalen Finanzen 
in Bayern : H. RoHLAND. 

Vou. 8, No. 9, SzpismBer 1954. Wir leben linger: H. Ketru. Die 
Ehescheidungen in Bayern 1953: R. Mais. Die im Jahre 1953 iiber die 
bayerische Landesgrenze Zu- und Abgewanderten nach threr beruflichen 
Tatigkeit: W. Mater. Der Olfruchtanbau in Bayern: J. Dorn. Der 
Zuckerriibenanbau in Bayern: V. BranvpsEs. Italien, bester Ausland- 
skunde Bayerns: J. Lerpner. Die Anstaltsfiirsorge in Bayern im 
Rechnungsjahr 1953: E. Scumipt. Der Wohnungsbau in Bayern: F. 
ENGEL. 


Vierteljahrshefte zur Wirtschaftsforschung 


No. 3, 1954. Zur konjunkturellen Situation: I. RrECKENBERG and H. 
MartTELt. Die Ergebnisse der vierteljéhrlichen Volkswirtschaftlichen 
Gesamtrechnung fiir die Bundesrepublik: Zweites Quartal 1954: F. 
Grinie and H.ScuimMiErR. Konjunkturforschung und Marktforschung : 
M. Nicoas. 


Europa Archiv 

Vout. 9, No. 12, June 1954. Neue Aufgaben fiir die Vélkerrechiswissen- 
schaft: G. SCHWARZENBERGER. Die Hisen- und Stahlindustrie in der 
soujetischen Besatzungszone Deutschlands: R. H. MIpDpENDORF. 
Bemiihungen um einen gemeinsamen nordischen Markt: L. Frisk. 

Vout. 9, No. 13, Juty 1954. Griechenland, die Grossmdchte der Friede : 
8S. CatocEropoutos-Stratis. Die Wirtschaft Westberlins 1950 bis 
1953 : W. DoOrina. 

Vou. 9, No. 14, Juty 1954. Die Illusion einer selbstdindigen franzésischen 
Deutschlandpolitik (1944-1947): Die Restauration der franzdsischen 
Grossmachtstellung : W. CORNIDES. 

Vou. 9, No. 15, Aucust 1954. ‘‘ Deutschland zwischen West und Ost.”’ 
Betrachtungen zum Vortrag des Reichskanzlers a. D. Dr. Briining iiber 
‘** Die Vereinigten Staaten und Europa”: D. MEenpE. Die Wieder- 
herstellung der Konvertierbarkeit der Wdhrungen. Beurteilung der 
Aussichten durch die Bank fiir Internationalen Zahlungsausgleich in 
threm 24 Jahresbericht : H. VoLLE. Zur Gerichtsbarkeit in der Europdischen 
Verteidigungsgemeinschaft : W. EICHLER. 

Vot. 9, No. 16, Aucust 1954. Die Weltfriedensbewegung im Atomzeitalter : 
J. VON HEEN. 

Vou. 9, No. 17, S—pTEMBER 1954. Die Entwicklung der dsterreichischen 
Aussenpolitik seit dem Zweiten Weltkrieg: L. Tonté1é-Sortny. Die 
baltischen Staaten und Sowjetrussland 1919-1939 : I. G. von Raucu. 

Vou. 9, No. 18, SEPTEMBER 1954. Vorschldge des amerikanischen Unter- 
nehmertums zur Verhiitung einer Wirtschaftskrise : W. GEBAUER. Die 

Europa-Kollegs ; Ansdtze zu einem neuen Typus der akademischen 

Bildung : E. MENZEL. 
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Vou. 9, No. 19, OcroBER 1954. Vereinte Nationen und Menschenrechie : 
Nach der Fertigstellung von zwei Konventionsentwiirfen : J. W. BRUGEL. 
Die Sowjetisierung des Geschichtsbildes in Mitteldeutschland: J. von 
HEHN. Die europdische Zusammenarbeit als Problem der Rechtswissen- 
schaft : W. E. GENZER. 


Schweizerische Zeitschrift fir Volkswirtschaft und Statistik 


Vou. 90, No. 3, SEPTEMBER 1954. Volkswirtschaftliche Probleme der 
Produktivitét und der Lohnpolitik: M. WEBER. Betriebliche Probleme 
der Produktivitat: W. F. DarenzER. Bemerkungen zum Problem der 
Produktivitéit und der Lohnpolitik: C. Gasser. Ein internationales 
Schema fiir volkswirtschaftliche Gesamtrechnungen : U. Zwineui. Sample 
Surveys for Household Income and Expenditure Information: J. E. G. 
Urtine. Genfer Volksund Berufszdhlungen des 18 Jahrhunderts: E. J. 
WALTER. 


Aussenwirtschaft 


Vou. 9, No. 3, SEPTEMBER 1954. Betrachtungen zur Aussenwirtschafts- 
politik: H. Bacumann, A. BossHarpT and F. Lirotr. Nationale 
Wirtschaftssysteme und internationaler Handel: A. Masnata. Die 
Kontrolle des internationalen Zahlungsverkehrs: H. BacuMann. Der 
deutsche Kapitalexport im Rahmen des volkswirtschaftlichen Gesamtkreis- 
laufes : G. NENHANSER. 


Monatsberichte des Osterreichischen Institutes fiir W'rtschaftsforschung 


Vout. XXVII, No. 6, JunE 1954. Die wirtschaftliche Lage in Osterreich. 
VoL. XXVII, No. 7, Jury 1954. Die wirtschaftliche Lage in Osterreich. 

Hauptprobleme der Land- und Fortswirtschaft in Tirol und Vorarlberg. 
Die Entwicklung des ésterreichischen Eisenbahntransitverkehrs. 

Vout. XXVII, No. 8, Aucust 1954. Die Konjunkturlage zu Beginn der 
Herbstsaison. Der Importgehalt der Exporie. : 

Vou. XXVII, No. 9, SepreMBER 1954. Die wirtschaftliche Lage in Oster- 
reich. Der Verbrauch von Kunstdiinger im Jahre 1953/54. 


De Economist 


Vou. 101, No. 6, June 1954. Zimmermans proeve van een dynamische 
theorie van de marktvormen : F. J. DE Jona. De landbouw in de ontwik- 
keling van Indonesié : J. P. VAN AARTSEN. Opmerikingen en aanteken- 
ingen : Over de theorie der economische politiek: H. S. HoUTHAKKER; 
Repliek: J. TINBERGEN. Economische en sociale kroniek: W. J. 
VAN DE WOESTIJNE. 

Vou. 101, No. 7-8, Juty—Aueust 1954. De organisatie van het economisch 
leven: F. DE Vries. De financiéle en economische ontwikkeling in 
Indonesié: FE. P. M. TERvoorEN. Opmerkingen en aantekeningen : 
Verruiming van het inter-Europese productiemiddelenverkeer : F. HaRtToG; 
Repliek : J. WEMELSFELDER. Economische en sociale kroniek: W. J. 
VAN DE WOESTIJNE. 

Vout. 101, No. 9, SeprEMBER 1954. Monetaire politiek als middel van 
economische politiek : F. pE Roos. De ontwikkeling van de publiekrech- 
telijke bedrijfsorganisatie: G. J. BALKESTEIN and E. A. V. VERMAAS. 
Economische en sociale kroniek : W. J. VAN DE WOESTIJNE. 


Skandinaviska Banken Quarterly Review 

Vout. XXXV, No. 3, Juty 1954. The Come-back of Europe: P. JAcoss- 
son. Export Credits as Means of Competition: G. SODERLUND. Fore- 
casts of Power Consumption : F. PETRI. 

Vor. XXXV, No. 4, October 1954. Stable or Fluctuating Exchange 
Rates? : P. Jacossson. The Dilemma of Exchange Rate Policy: E. 
LunpBere. The Finnish Economy during the Last Ten Years: B. 
SUVIRANTA. 
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Giornale degli Economisti e Annali di Economia 


Vou. XIIT, No. 5-6, May-June 1954. Luigi Einaudi storico delle dottrine 
economiche : G. BrucuierR Pactnt. La demografia della razze umane : 
M. Botprint. Sulla direzionalita della curva di offerta individuale di 
lavoro: R. Maaer. I modelli esplorativi statistici e le richerche di 
economia induttiva: F. BrampBimtta. Per una storia delle dottrine 
economiche : lo ‘‘ Schmollers Jahrbuch”? : T. Baaiortt. 


Banca Nazionale del Lavoro Quarterly Review 


Vou. VII, No. 28-29, JanuaRyY—JUNE 1954. International Currency and 
Reserve Plans: R. Trirrixn. Banking in Switzerland: R. 8. Sayers. 
The Annual Report of the Bank of Italy for 1953: V.C. Lutz. Develop- 
ment Problems in Southern Italy : the Second Conference of the Cassa per 
il Mezzogiorno: V.C. Lutz. The Italian Parliamentary Inquiry into 
Poverty : G. Rurrouto. Recent Forecasts of the Future Growth of Popula- 
tion in Italy: N. FepeEricr. Italian Emigration Movements up to 1940 : 
G. Cosmo. The Archives of a Fourteenth Century Merchant and Banker : 
Francesco Di Marco Datini, of Prato: F. Metis. 


Review of the Economic Conditions in Italy (Banco di Roma) 


Vou. VIII, No. 4, Jury 1954. The Italian National Income : B. BARBERI. 
The Italian Banking System after the War (II). 

Vou. VIII, No. 5, SepremBer 1954. The Italian Merchant Marine: 
H. E. Fernanpo TamsBroni. Harbours and Harbour Activity in Italy 
at the Present Moment: G. Mostt. Great Italian Land Reclamation 
Works : The Apulian ‘* Tavoliere”? : A. MerENDI. The Italian Milling 
Industry in 1953 ; I. GATTAMELATA. 


Critica Economica 


No. 3, JuNE 1954. Nostro Paese: A. PESENTI. Appunti e note a proposito 
di relazioni ufjiciali sulla situazione economica del Paese : P. FORTUNATI. 


LT’ Industria 


No. 1, 1954. Interesse e quantita di moneta nella teoria macroeconomica 
della formazione del reddito: E. ScHNEIDER. Analisi delle relazioni 
interindustriali di singoli settori produttivi: V.Cao-Prnna. Calcolo ed 
ust dei coefficienti di ‘‘ attivazione”’ di due importanti settort industriali 
nel quadro dell’economia italiana: C. Rieut. Valutazione degli effetti 
indiretti provocati dall’incremento delle esportazioni italiane di prodotti 
mecanici nel periodo 1950-1952 : R. PERETTI. 

No. 2, 1954. Sulla teoria della politica economica: J. TINBERGEN. 
Sull’analisi lineare delle interdipendenze industriali: S. CHERUBINO. 
Contribution a une théorie de Vagrégation des équilibres partiels dans le 
domaine de la production: M. VerRHULST. Quattro anni dopo; la 
Relazione Generale pel 1953 ; F. Di FEntz1o. 


Italian Affairs 


Vou. III, No. 4, Juny 1954. Italy and the Atlantic Pact. Political and 
Ethnical Aspects of the Trieste Problem. The Problem of the Free Terri- 
tory of Trieste. The Partisan Movement. Aspects of Italian Population 
and Economy from 1901-1951. Agriculture in 1953. Labour and 
Social Security. Port Reconstruction. Rapid Growth of the Film 
Industry. 

Vot. III, No. 5, SEPTEMBER 1954. Italian Efforts towards European Unity. 

Italo—Lybian Relations. Parliamentary Inquiry into Unemployment in 

Italy. The Increase in Marriages. Money and Credit during 1953. 

Cost of Living Index. Tax Reform. Industrial Production in 1953. 

The Italian Motor-vehicle Industry. Land Reform in Maremma and 

Fucino. 
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Moneda y Credito 


No. 48, Marcu 1954. La politica de inversiones en la Republica Federal 
Alemana desde la reforma monetaria: R. MEtmMBEerRG. La industria 
quimica y la economia nacional: A. Rosert. La Banca esparola en 
1953 : I. C. GARRIGOS. 


Revista de Economia 


Vout. VII, No. 1, Marcu 1954. Portugal e o quadro das estruturas econémicas 
subdesenvolvidas : A. RAMOS PEREIRA. 

Vout. VII, No. 2, JunE 1954. As subsisténcias de origem animal no quadro 
da economia portuguesa : U. F. NASCIMENTO. 


El Trimestre Economico 


VoL. XX, No. 4, OcroBER—DECEMBER 1953. XX Aniversario de “ El 
Trimestre Econdémico.” El presupuesto como estabilizador del desarrollo 
economico : R. M. Ortiz. Una metodologia para analizar la estructura 
de los ahorros: O. SuNKEL. La balanza de pagos de México, 1947-50 : 
T. D. Sweeney. Mineria medieval de la plata y el cobre en Europa 
Central: J. Bazant. La mecdnica del desarrollo econémico : respuesta 
al Dr. Salera : H. W. SINGER. 


Boletin de Estudios Economicos 


Vou. IX, No. 32, May 1954. Consideraciones sobre el Sistema Fiscal 
Espanol: J. L. Urquiso DE LA PuENTE. El Impuesto sobre la Renta 
en Inglaterra: J. A.S. Astatn. Las Relaciones Publicas en la Empresa : 
J. M. R. Lavucrrica. Ensayo sobre la Responsabilidad Morla del Ac- 
cionista Minoritario: S. Mantitza. La Verdadera Igualdad en el 
Socialismo : J. J. BRasac. 


Economic Bulletin of the National Bank of Egypt 


Vout. VII, No. 2, 1954. Hgypt’s Balance of Payments for 1953. The New 
Companies Law. 


The Economic Review (in Japanese) 


Vou. 5, No. 2, Aprimy 1954. Some Suggestions for Applying the Input- 
output Analysis to the Problems of International Trade: S. IcuimuRa. 
The problems of ‘‘ stagnation”? in American capitalism: K. OwaARA. 
Th “amily Firm and Labor Market—a Study on Disguised Unemploy- 
me \.. UMEMURA. 

Vou. . 3, Juty 1954. An Essay on Cyclical Growth: T. YAasvt. 
TI -*-Loan Problem of City Banks in the Post-War Japanese Economy : 
T. ¥ sarno. Economic Progress and Price Structure : M. SHINOHARA. 


The Annals of the Hitotsubashi Academy 


Vot. IV, No. 2, Apriz 1954. The Income Growth and the Rate of Saving in 
Japan: Y. YamMapa. Business Income during the Inflation in Japan : 
I. Katano. Criminality in Japan Before, During and After the War: 
T. Urmatsu. Development of the Study of Greek Philosophy in Japan : 
Y. Fosu. Human Relations in the Japanese Society: H. Minami. 
Mathematical Analysis of the Metabolism and Analogy of Economics : 
M. SueiTa. 


Osaka Economic Papers 


Vou. II, No. 2, Marcu 1954. Critical Notes on the Theory of the Rate of 
Interest; Y.Taxata. Anti-Monopoly Law and Elimination of Excessive 
Concentration of Economic Power Law in Japan—Comparison between 
Anti-Trust Laws of Japan and those of the United States: K. MEsAxkI. 
Capital Accumulation and Reproduction : T.Icurranit. Current Problems 
of Local Finance in Japan: K. Kitnosuita. Some Laws of Comple- 
mentary and Substitutive Goods : M. MorisHIMa. 
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Statisztikai Szemle (Hungarian text) 


Aprit 1954. The Methodology of Selective Statistical Sampling and Certain 
Questions of its Application : G. PARNIczKy. The Evaluation of Building 
Costs: I. ABonyt. Methodological Problems of Statistical Indices: P. 
K6ves. On the Information Work of the Central Statistical Office: I. 
PALOs. 

May 1954. Current Problems of the Consolidation of Statistical Organisation : 
J. Répver. The Law of Averages in Statistics: B. YastremMsky. In- 
dustrial Statistics in the Light of the New Government Policy : M. Preto. 
Problems in the Analysis of Industrial Production Costs: D. Vayn- 
SHENKER. 

JuNE-JuLY 1954. Statistics and Bureaucracy as Shown Up by the Party 
Congress: J. Zaua. Central Statistical Office Decision on the Control 
of Statistical Work. Current Problems of Agricultural Statistics: I. 
Oros. The 270th Anniversary of the Birth of Matyas Bél : I. MészAros. 
The Concept and Teaching of Industrial Statistical Analysis : P. Kornis. 
The Evolution of Hungarian Industry in the Light of the Facts: E. BALINT 
and T. Vapnal. 103 Questions on Ready-Cooked Foods : I. GyOrey. 

Avaust 1954. Questions of Method and Principal for the Statistical Cal- 
culation of Real Wages and Real Income: A. Mop. Central Statistical 
Office Decision on the Simplification of Statistical Work. ‘‘* Concealed 
Manpower” in Industrial Enterprises : G. BAcs. The Situation in the 
Forest Economy : G. R6xa. Statistics in the Ministry of Heavy Industry : 
L. HaLKovics. 

SEPTEMBER 1954. The New Method of Annual Statistical Reporting. 
The Application of the Principles of Socialist Remuneration of Industrial 
Labour: K. SANDor and R. WaGner. On the Public Administration 
Budget : L. LENGYEL. Food Consumption in Salaried Workers’ Families 
in Budapest: P. Demény. The Teaching of Statistics at the Karl Marx 
University : L. DRECHSLER. Some Problems of Retail Trade in the Town 
of Baja: F. Zaua, B. BATor1 and E. KEMENEs. 


Voprosy Ekonomiki (Russian text) 

No. 6, 1954. Soviet Budgets during the Fifth Five-year Plan: K. Pior- 
nikov. ‘‘Zo0 Each According to His Work’’—the Economic Law of 
Socialism: E. Kapustsrn. Some Problems in the Development of 
Petato and Vegetable Growing in the U.S.S.R.: I. Vasttev. The German 
Question and the Problem of Guaranteeing European Security : N. ZHUKOv. 
The Bourgeois Theory of the Business Cycle in the Service of American 
Monopolies: I. Buyumin. The Decline of Agriculture in Colonial and 
Dependent Territories: O. KuEsmet. Applied Economics as a Science 
and as an Academic Discipline: A. ZvoryKInN and D. KrrzHneEr. 
In Defence of Applied Economics as a Science: T. SAaKSAGANSKY. The 
Transitional Period from Capitalism to Socialism: F. DANKOVTSEV. 
The Moroccan People in their Struggle for National Independence: P. 
DrEmMcHENKO. The New U.S. Industrial Production Index: V. 
CHERMENSKY. 

No. 7, 1954. Socialist Accumulation and Proportions in the Economy : 
A. Becurn. Lenin’s Opposition to Liberal Populism and Legalistic 
Marxism in Economic Affairs: I. MracukovsKaysa. Ways to Lower 
Production Costs for Consumer Goods: M. DmitTrIEv. Reserves for In- 
creasing Labour Productivity: V. Drvyatov. The All-Union Agri- 
cultural Exhibition—A Review of the Achievements of Socialist Agri- 
culture: M. Napotsxy and V. Gricorev. The Ploughing of Virgin 
Land: A. Surpanov. Ten Years of Progress in the Polish Economy : 
M. PocoritLteE. Aspects of the Normalisation of International Trade : 
V. Attkutmov. Building Socialist Economies in the European Peoples’ 
Democracies: A. Kozix. Theses Defended at the Institute of Economics 
of the Academy of Sciences. 

No. 8, 1954. The Decisions of the July Meeting of the Party Central Com- 
mittee and the Tasks of Economic Science in the Field of Agriculture. 

Lessons of the World War and the Struggle Against the Danger of War. 
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The Great Historical and Critical Teaching of Karl Marx: I. PREIs. 
On the Nature and Functions of Soviet Finance: V. DyACHENKO. On 
the Reserves for the Further Increase of Labour Productivity in Sverdlovsk Ne 
Enterprises : A. VERSHININ, I. Isarv and 8. Samortov. Problems in . 
the Further Intensification and Specialisation of Livestock Breeding in the 
U.S.S.R.: L. Zattsman. Successes of Economic Construction in the 
Rumanian People’s Republic: V. Karra. The Law of Competition 
and Anarchic Production in the Service of Monopolists : V. SUSHCHENKO. 
The Fall in Wholesale Prices in the Capitalist World Market. 

No. 9, 1954. The Economic Laws of Socialism and the Economic Policy 
of the Soviet State: I. VEKua. The Development of House Building in 
the U.S.S.R.: B. Soxotov. To Lower the Costs of Production is to 
Guarantee the Profitability of State Farms: I. Novixov. Five Years 
of the Chinese Peoples’ Republic: V. Mastennikov. The Development 
of Producers’ Co-operatives and the Prospects of the Socialist Transforma- Ni 
tion of Agriculture in China: Lo Yuan-Tsen. The Successes of the 
Economic Development of Bulgaria in Ten Years of People’s Power: 
E. Kamenov and E. Materev. The Struggle for the Development of a 
Peaceful Economy in the Improvement of the Standard of Inving of the 
Worker in the German Democratic Republic: G. GErRtTsovicH. The 
Trade of Imperialist States with Underdeveloped Countries, An Instru- 
ment of Colonial Robbery : K.Izmattov. The Reactionary Nature of the 
Theory of the Stabilisation of the Economy of Capitalism : A. KORNIENKO. 
Profits and Turnover Taz in the U.S.S.R.: P. MALAKHINOV. 


Planovoe Khozyaistvo (Russian text) 


No. 3, 1954. Improve the Checking of Plan Fulfilment and the Use of No 
Reserves in the Economy. The Role of the State Budget in the Economic 
and Cultural Construction of the U.S.S.R.: A. ZVEREV. Problem of 
Developing Agricultural Engineering: N. ALEKSANDROV and N. 
Bereznoy. The Ploughing Up of Virgin and Waste Land—A Major 
Reserve for Expanding Grain Production: B. Kuprin. Eliminate the 
Lag in Flax Growing: A. SuimicHEv. On the Improvement of Quantity 
Surveying and Planning in Building: V. Grrovsky. The Development 
of Consumer Goods Production in the Uzbek S.S.R.: 8S. ZIyYADULLAEV. 

No. 4, 1954. For the Further Development of Agriculture. The All-Union 
Agricultural Exhibition—a School of Leading Experience: N. TSITsIN. 
Reserves for the Expansion of Ferrous Metallurgy: A. Samarin. The 
Application of New Technique in the Production of Consumer Goods : 
N. Soxotov. The Development of Conswmer Goods Lines in Heavy 
Industry : G. Drampyan. Improve the Organisation of House Building : Ne 
A. NrgoutaEv. The Complex Development and Use of the Different 
Means of Transport: Yu. Kotpomasov. Questions of the Development 
of the External Trade of the Soviet Union: L. BotsHaKov. 


Vestnik Statistiki (Russian text) 


No. 2, 1954. The Great Force of Soviet Democracy. The Programme for 
the Powerful Upsurge of Grain Output. Improve the Accountancy of 
Materials in the Economy: M. E1tpreuman. The Problem of the Method- 
ology of Analysing Costs of Production : 1. VyvsaEv. The Index Method 
of Analysing the Fulfilment of ihe Wages Fund: V. Kostyuxnin. 1953 
Plan Results in the European Peoples’ Democracies. How to Check the y 
Reliability of Statistics on Employment and the Use of Working Time in Ni 
Industrial Enterprises : V. DZHAPARIDZE. 

No. 3, 1954. All efforts for Strengtnening the Power of Our Fatherland. 
For a General Rationalisation and Simplification of Accounts and Account- 
ing: A. DimitriEv. Selective Sampling in Soviet Retail Trade Statistics : 
M. TENENBAUM. The Statistical Measurement of Fluctuations in In- 
dustrial Production: Z. CHENpDESH. The Valuation of Unfinished 
Production: N. Barxov. The National Income of the U.S.S.R. in the 
Fifth Five Year Plan: A. VIKENTIEV. National Wealth under Socialism : 
A. NOTKIN. 
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Finansy i Kredit S.S.S.R. (Russian text) 


No. 4, 1954. The Great Unity of the Party, Government and Nation. Control 
by the Rouble in the Soviet Economy: I. Stavny. Raise the Efficiency 
of Control of Inspection: S. Tarunyan. Greater Importance to the 
Lowering of Overhead Costs: G. Gorman. The Role of State Bank 
Credit in the Development of Local and Co-operative Industry : L. Lon- 
SKAYA. Cost Accounting and Control by the Rouble in Railway Transport : 
L. Apamova and V. Krytova. Local Budgets and Urban and Rural 
Development in the Ukraine: I. Popov. Money and Its Function in a 
Socialist Economy: <A. GusaKov. Money under Socialism: K. 
Larronov and A. MotcHanov. The Role of Finance and Credit in the 
Progress of the Economy and Culture of the German Democratic Republic : 
M. SEREBRYANY. 

No. 5, 1954. Successfully Fulfil the 1954 State Budget: A. ZvVEREV. 
Reserves for Increasing Labour Productivity and Lowering Production 
Costs in the Coal Industry: P. Morozov. The Scope for Reducing the 
Costs of Production of Building Materials: E. Ostroumova. Some 
Aspects of Drafting and Confirming the Budgets of Rural Districts: Z. 
Rustin. The Budget and Economic-Cultural Progress in the Tuva Autono- 
mous Oblast: L. Tutcntnsky. Strengthen the Struggle for Fulfilment 
of the Cash Plan: I. Yacopin. On the Quality of Bank Conirol and 
Bureaucratic Excesses : M. GOLOBANKOV. The Progress of the Economy 
of Kiev Oblast and the Part Played by State Bank Credits : F. NAZARENKO. 
The Imperialist Expansion of U.S. Banks in the Near and Middle East : 
M. Kocan. 

No. 6, 1954. Raise the Quality of the Economic Work of Financial Organs. 
Eliminate Shortcomings in the Fulfilment of the State Budget: N. OsBo- 
LENSKY. Overstaffing in Agricultural Agencies : S. NEDELIN. Economic 
Contracts and Accounting Relations: E. Tarnovskaya. JInterbranch 
Accounting Within the State Bank : A. IVANCHENKO and E, VASILENKOvV. 
The Role of the Budget in the Development of Lwov Oblast: Ya. SHTEIN- 
BERG. The Brilliant Success of the National Loan in China : O. ARTUROV. 
Some Problems in the Theory of Soviet Money : V. IkonnNIKOV. Money 
and Its Functions in a Socialist Economy. Internal State Loans in the 
U.S.A.—An Additional Source of Enrichment for the Financial Oligarchy : 
G. RYBALKA. 


Finansy S.S.S.R. (title changed) 


No. 7, 1954. Successfully Fulfil Republican and Local Budgets. Eliminate 
Shortcomings in Tax Collection Determinedly and Practically: V. 
GaRBuzov. Economic and Cultural Construction and the 1954 Budget 
for the Russian “.F.S.R.: I. FapErv. The Latvian Budget in the Service 
of the National Economy and Culture: M. Sucuarov. The Functions 
of Financial Institutions in the Perfection of the Work of Government 
Departments : V. LaBrov. Collect State Loan Subscriptions in Full 
and in Time: P. DmitricHev. Tasks of the Trade Union Organisation 
in Financial Agencies and Banking Institutions: A. LosEvA. Financial 
Control of Local and Co-operative Industry: A. DOBRYSHIN and S&S. 
KHEIFETS. Agricultural Credit Co-operatives in China: A. ZyKov. 
The Aggressive Activity of the U.S. Export-Import Bank : A. ABROSKIN. 
No. 8, 1954. For a High Level in Preparing the Draft 1955 State Budget. 
The Budget and the Duties of Financial Agencies in Kazakhstan: T. 
TULEBAEV. Local Budgets—an Important Instrument for Economic 
and Cultural Construction: I. Sostn. A Further Rise in Collective 
Farm Production and the Long Term Credits of the Agricultural Bank : 
K. Miseyux. Thriftily Use Capacity in the National Economy: V. 
StePpanova. The Rise in Deposits in Rural Savings Banks: A. Lys- 
KovicH. The Chinese Budget in the Service of Building a Socialist 
Economy : B. Botpyrev. The U.S. Balance of Payments ;: N. GRopKo. 
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Planované Hospodérstvi (Czech text) 


No. 5, 1954. Results of the First Five Year Plan (1949-1953). The De- 
velopment of Agricultural Marketing in Czechoslovakia: J. PATEK. 
Principles of Management in Supplying and Selecting Energy: F. Homoua. 
The Aggravation of the Economic Difficulties of Capitalist Nations: S. 
VISHNEV. 

No. 6, 1954. The Durable Unity of Our Party, Government and Nation— 
the Source of All Our Successes. Improve the Work of MTS: V. 
Prrigsex. The Progress of Consumer Goods Production in Local and Co- 
operative Industry: V. Macuixuin. The Development of the Chinese 
Economy: F. BerAnex. On Proportions in Economic Development : 
B. Mince. 

No. 7, 1954. Raise the Output of Agricultural Produce in Future Years : 
J. JaniS. Capital Construction and Its Future Tasks: J. BALABAN. 
The New Organisation of Price Formation in Czechoslovakia : V. JANZA. 
On the Possibilities of the Co-existence of Two Different Social and Economic 
Systems (I). 

No. 8, 1954. Some Tasks of the Technical Progress of Engineering: R. 
PLATZER. On the Possibilities of the Co-existence of Two Different Social 
and Economic Systems (II). Questions of Balancing Productive Capacity : 
R. Urx and Z. RyBKa. 

No. 9, 1954. Ten Years which Have Changed the Face of Poland: O. 
Lance. The Development of New Working Methods on the Railways: 
A. VoHAnKovA. The Economic Analysis of the Disposal of Produce in 
Agricultural Co-operatives: J. MATOUSEK. The Woodworking Industry 
and Its Relation to Silviculture : V. Sprock. 


Gospodarka Planowa (Polish text) 


No. 6, 1954. The Movement of the Proportions Within the Agricultural 
Production Plan: 8S. Marxowsx1. The Importance of Planning Re- 
duced Production Costs Under Comparable Conditions : T. KraJEWSKI 
and E. Matyya. Some Aspects of the Planning of Municipal Services : 
H. Swipzinsxr. Economy in Use of Materials As Shown by the Coal 
Industry : T. Muszxret. Aspects of the Réle of Food Wholesaling and 
Retail Storage: K. Swisrun. Economic Problems of Public Catering : 
G. Pisarsxi. The Struction of Factory Prices in the Food Industry : 
F. Kowagutskt. A Word on the Discussion on Prices : W. METRYCKA. 

No. 7, 1954. The Polish Investment Plan in the Light of the Law of Pro- 
portionate Economic Development: K. Srcomsxr. Soviet Economic 
Aid to Poland: P. Szarran. The Energy and Mineral Resources of 
Poland ;: M. Lesz. Achievements and Tasks in Transport : 8. MRoczEK. 
Tie Development of Municipal Services in Poland: F. BARANOWSEI. 
Current Problems of Power Development : E. Zi6eKowsKk1. On Maximum 
Utilization of Productive Capacity in Textiles: W. RapzrkowskKI. 
Manpower Balances in Producer Co-operatives: KE. Brausxr1. The Réle 
of Trade in the Struggle for a Better Variety of Goods: N. Kronrx. The 
Problem of the Economic Choice of Building Materials and Their Costs : 
Z. Auacustowsk1. The Intensification of Work on the Five Year Plan: 
M. Rakowski. Unified Prices for Building Materials : K. SZONERT. 

No. 8, 1954. The Operation in Poland of the Law of Planned Development : 
B.Minc. The Development of Regional Planning in Poland ; C. BrELECKI. 
For a More Rapid Utilization of Idle Means of Production: A. Houzer. 
The Survey of the Execution of the Engineering Production Plan: K. 
Doromontrgec. The Bonus System as an Instrument for Lowering Pro- 
duction Costs: L. ZapKowicz. The Problem of Co-ordinating Retail 
Turnover Plans with Supply Plans: M. Sxrzymowsx1. On the Im- 
provement of Economic Work on the Five Year Plan. 

No. 9, 1954. The Supply of Industrial Consumer Goods : 8. R6e. Cultural 

and Social Construction in Poland: W. StraszEwicz. The Operation 

of Economic Incentives in Agriculture: W. Herer. Current Tasks of 

Communications in the Light of Their —. 4 Hitherto : A. OsMYCKI. 

Planning Rural Supplies in the Autumn : W. Szute. Some Problems in 
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Planning the Retail Network : G. Pisarsk1. Concerning Factory Prices 
and the Planning of Production Costs in Industrial Enterprises: Z. 
AUGUSTOWSEI. 


zvestia na Vishia Finansovo—Stopanski Institut (Bulgarian text, 
Russian and German summaries) 


Vou. VIII, No. 1. The Party and Government Decisions on the Further 
Development of Agriculture: P. Mastrxkov. On the Problem of the Réle 
and Place of the Workers’ Collective in the Organisation and Investigation 
of Accounting in an Enterprise : D.Spasov. Insurance under Socialism : 
M. Petrov. The Integration of Types of Work and of Circulating 
Capital on Co-operative Farms: D. GrozpEv. Some Scope for Improve- 
ment in Cash-Accounting Services, in Short-term Credits and in Control 
by the Leva : M. Rusenov and L. Ratcuev. The Chief Ways to Strengthen 
Co-operative Farm Finances : K. ZANEV. 


Probleme Economice (Rumanian text) 


No. 5, 1954. The Expansion of Agricultural Production and the Economic 
Significance of Agrotechnical Measures: Gu. Vicitu and I. CoLiBan. 
The Forms of Economic Ties Between Town and Country Under Socialism : 
I. Vyazmin. The Importance of the Engineering Industry in the De- 
velopment of a Material-technical Base for Agriculture : 8. DumiTrascv. 
For an Improvement in Planning Capital Construction: I. Mraart. A 
New and Powerful Advance in the Soviet Production of Consumer Goods : 
I. Kun. The 1864 Agrarian Reform and Aspects of the Development 
of Capitalism in Rumanian Agriculture (I): 1. Apam and N. Marcu. 
The Capitalist World Market Under Threat of Crisis : P. Dan. 

No. 6, 1954. Joint Tilling Associations, An Important Means of Develop- 
ing Agriculture : D. ANGHELESCU. The Raising of Animal Productivity, 
An Important Economic Task: V.Guicor. The Réle of Standardization 
in Improving the Quality of Production : C. Barsu and I. MILETINEANU. 
The Significant Progress of Public Health in Rumania in the Raising of 
Workers’ Living Standards: L. Lucutan. Commodity Production in 
the European Peoples’ Democracies : 1. DupINsKy. On the Claims of the 
Law of Surplus Value and Some Aspects of its Operation: Gu. DoLau. 
Tariff Wars—an Expression of the Contradictions between Capitalist 
States : Gu. NISIPEANU. 

No. 7, 1954. The Progress of the Coal Industry: E. Matuyas. Specialisa- 
tion, Multilateral Expansion, and the Combination of Sectors and Crops in 
Collective Farms: 5S. Hartia. Barter Trade—an Important Form of 
Link Between Town and Country: A. Soparu. Current Problems of 
Organisation and Planning Technical Improvements in Rumania: I. 
Smuc. The 1864 Agrarian Reform and Aspects of the Development of 
Capitalism in Rumanian Agriculture (JI): I. ApAm and N. Marcu. 
On International Accounting and Credit Relations Between Countries of 
the Socialist Camp : M. Horovit. The Rebirth and Expansion of West 
German Monopolies : S. VERONA. 

No. 8, 1954. The Economic Assistance of the U.S.S.R., An Important 
Factor in the Economic Development and Raising of Living Standards in 
Rumania. Problems of the Transitional Period in Lenin’s ‘* Taxes in 
Kind” and ‘‘ On Co-operation”? : D. Marin. Socialist Emulation and 
Its Importance in the Expansion of Agricultural Production : I. ZUCKER- 
MAN and V. PorumsBescu. The Supply of Towns and Industrial Centres 
with Agricultural Produce: F. Constantinescu. The Mobilisation of 
Internal Reserves in the Food Industry: S. Ilostr. Some Questions of 
Specialisation and Co-operation in Engineering: V. SEBASTIAN. The 
Irrational Use of Energy Resources in Bourgeois—Landlord Rumania : 
L. Crefu. The 1864 Agrarian Reform and Aspects of the Development of 
Capitalism in Rumanian Agriculture (III): I. ApaM and N. Marcu. 


No. 256.—vou. LXIVv. 
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Bisset (G. B.). Financial Results on Farms in the Southern 
Province in 1949-50, 1950-51 and in 1951-52. Farm Management 
Survey Report No. 3. Reading: University of Reading Department 
of Agricultural Economics, 1953. 93’. Pp. 35. 5s. 


(This continues the series based on material collected by the Department of 
Agricultural Economics, University of Reading, under the Farm Management 
Survey of England and Wales sponsored by the Ministry of Agriculture. Pro- 
duction rose in each of the years surveyed, but net income fell temporarily in 
1950/51 because of a bad harvest which raised cost per unit of output. Capital 
cost per £100 of net output rose from £117-8 in 1949/50 to £124-2 in 1951/52; the 
cost per unit of output of land and other resources remained roughly constant, a 
decline in labour cost being balanced by an increase in expenditure on power and 
other items. Net income per hundred acres rose over the period from £357 to 
£397.] 


Bowen (I.). Population. Cambridge Economic Handbooks. 
London: James Nisbet and Cambridge University Press, 1954. 74”. 
Pp. v + 256. 10s. 6d. 


[To be reviewed. ] 


BritisH INSTITUTE OF MANAGEMENT. Report of the Annual Con- 
ference, Harrogate, 1953. London: British Institute of Management, 
1954. 9”. Pp. 207. 7s. 6d. 


(This contains a large number of interesting papers by business leaders and 
others, together with discussions. The topics discussed include, in addition to 
problems of management in the narrower sense, work study and industrial 
psychology, wage-differentials between skilled and unskilled workers, scientific 
research in the small company and a wide range of other subjects.] 


British TRAVEL AND Ho.wipays Association. 26th Annual 
Report, for the year ended March 1954. London: British Travel and 
Holidays Association, 1954. 84”. Pp. 40. 


[The current activities of the Association are described, with special attention 
to innovations instituted in the past year. The total amount of tourist traffic in 
1953 came well up to expectation, and it was spread out over the year in a way 
which reflected the success of the Association’s policy of concentrating publicity 
on Coronation Year rather than on Coronation Day. A surprising feature was 
that the number of visitors from the United States and the Continent of Europe 
increased, compared with 1952, in a much greater proportion than did the number 
of visitors from Commonwealth countries. } 


Burton (J. H.). Local Authority Finance, Accounts and Auditing 
(including Financial Administration and Control). Third Edition. 
London: Gee & Co., 1954. 84”. Pp. 304. 25s. 


[Previous editions of this handbook appeared in 1923 and 1931. It is intended 
chiefly for the use of councillors and officials in the local government service. Its 
four sections deal respectively with the general principles of local administration, 
the normal practice of local government finance and accountancy, certain par- 
ticular problems, such as financial controls and methods of giving out contracts, 
and finally auditing.] 


CenTRAL BaNnkK oF CEYLON. Annual Report of the Monetary 
Board to the Minister of Finance, for the year 1953. Colombe: 
Central Bank of Ceylon, 1954. 10’. Pp. 97 and charts. 


(This contains a general survey of economic conditions in Ceylon during 1953. 
The country’s external assets continued to fall, although at a declining rate, not- 
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withstanding some improvement in export income and a drop in import prices. 

This lack of balance on international account is attributed largely to the con-* 
tinuance of government deficit spending. It is suggested that, although some 

measures were taken in the course of the year to reduce the budget deficit, there is 

still a strong case for cutting down government expenditure. | 


Court (W. H. B.). A Concise Economic History of Britain, from 
1750 to recent times. London: Cambridge University Press, 1954. 
8”. Pp. v+ 368. 21s. 


[To be reviewed. ] 


De Kock (G.). A History of the South African Reserve Bank, 
1920-52. Pretoria: J. L. Van Schaik, 1954. 9”. Pp. vii + 376. 
32s. 6d. 


[To be reviewed. | 


The Economics of “ Under-developed” Areas. An annotated 
reading list of books, articles and official publications compiled by 
ArTHUR Haztewoop. London: Oxford University Press, for the 
Institute of Colonial Studies, 1954. 84”. Pp. 89. 6s. 


[623 items are enumerated with brief but informative notes on each. The list 
is arranged under twelve well-devised subject headings, with subdivisions, and 
there are indexes of places and authors. Statistical yearbooks, censuses and other 
such primary sources are in general not included. Mr. Hazlewood has done an 
excellent piece of work which should find wide use.] 


FLANDERS (A.) and Ciea@e (H. A.) (Eds.). The System of Industrial 
Relations in Great Britain, its History, Law and Institutions. Oxford : 
Basil Blackwell, 1954. 9”. Pp. v-+ 380. 30s. 


[To be reviewed.] 


Focarty (M. P.). Human Relations in Industry. Oxford: 
Catholic Social Guild, 1954. 73”. Pp. 102. 2s. 


[Professor Fogarty suggests that the reorientation of industrial methods and 
organisation in the interests of better human relations may in the course of the 
next half-century follow an evolution similar to that which has been witnessed 
in the last half-century in the gradual and not uninterrupted development of the 
social services. He argues, with some interesting and well-chosen examples, that 
methods of production which appear best from the engineering point of view may 
not always in practice lead to the highest output if they cause workers to become 
discontented or at odds with one another. Professor Fogarty is a great believer 
also in the formation of more numerous co-operative and democratic group 
organisations, both at the industry level—Development Councils are an example— 
and in the firm or smaller unit. He concludes with a chapter more specifically 
addressed to his fellow-Catholics, in which he discusses the best ways in which 
Christians as such may seek to exert an influence in the industrial world.]} 


HawuaM (H. E.). The New Lands of Elloe. University College of 
Leicester, Department of English Local History, Occasional Paper 
No. 6. Leicester: University College of Leicester, 1954. 10”. Pp. 
42. 6s. 

[The author uses a wide range of archeological as well as documentary evidence 
to show that the reclamation of land from fen and sea by the villages of the 
wapentake of Elloe in South Lincolnshire took place chiefly between the Norman 
Conquest and the end of the thirteenth century. He contrasts this finding with 
the generally held belief that the drainage of the fens was an achievement of the 
seventeenth century. ] 


Hartuey (Str Haroup). Science and Industry—the Pattern of 
the Future? Southampton: University of Southampton, 1954. 84". 
Pp. 24. 2s. 6d. 


(The author takes as the starting point for this stimulating address a brief 
survey of the chief respects in which the growth of scientific knowledge has 
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contributed to industrial development in the present century. He then goes on 
to consider the lines of scientific advance that appear to hold the most promise 
for the future in the light of certain estimates which he gives of the probable order 
of magnitude of the growth of Man’s needs for food, raw materials and power 
supply over the next half-century.| 


HARTWELL (R. M.). The Economic Development of Van Diemen’s 
Land 1820-1850. Melbourne: Melbourne University Press (London : 
Cambridge University Press), 1954. 84”. Pp. v + 273. 35s. 


[To be reviewed. } 


HEYWoRTH (SiR GEOFFREY). The United Africa Group. London: 
Unilever, Ltd., 1954. 8”. Pp. 20. 

[The Chairman of Unilever here describes the origins of the United Africa 
group of companies and the part they have played in the economic development of 
tropical West Africa.] 


Innis (H. A.). The Cod Fisheries. The history of an international 
economy. Revised edition. Toronto: Toronto University Press 
(London: Geoffrey Cumberlege), 1954. 10”. Pp. vii + 522. 68s. 


(The first edition of the late Dr. Innis’s remarkable book was reviewed in the 
Economic JOURNAL of 1941, p. 110, by Margaret Digby. The edition was a 
small one, and copies have in the meanwhile become almost unobtainable. In 
this welcome new issue the editors have incorporated some marginal notes written 
by Dr. Innis on his own copy of the original edition.] 


Jounson (A.). Economic Theory. London: Frederick Muller, 
1954. 74”. Pp. 144. 8s. 6d. 


[To be reviewed. ] 


Line (T. M.) (Ed.). Mental Health and Human Relations in 
Industry. London: H. K. Lewis, 1954. 9”. Pp. xiii + 265. 21s, 

[The contributors to this volume are resident or visiting members of the staff 
of the Roffey Park Institute of Occupational Health and Social Medicine. Their 
papers, in which they draw on clinical experience gained at the Roffey Park 
Rehabilitation Centre, are based on the teaching given at short residential courses 
that have been held at the Institute for personnel managers, social workers and 
others. The contributions cover a wide range of general topics in industrial 
psychology and are not confined to purely medical issues. | 


Mackenzie (Sir C.). Realms of Silver. One hundred years of 
banking in the east. London: Routledge & Kegan Paui, 1954. 10”. 
Pp. v + 338. 25s. 

[The centenary of the Chartered Bank of India, Australia and China is appro- 
priately celebrated in Sir Compton Mackenzie’s lively narrative. The Chartered 
Bank is the senior and second largest British bank operating in the Far East and 
South-east Asia, and the story of its growth cannot but be instructive. The 
author fittingly appreciates the solid virtues of such Victorian worthies as James 
Wilson and Robert Lowe, who played so important a part in the Bank’s inception, 
and relishes the more dramatic episodes and details incident to the conduct of 
banking in strange and often disturbed conditions. Economic historians will have 
their appetites whetted by Mr. Cockburn’s statement in his preface that “‘ the 
archives of the Bank contain material sufficient for a dozen books,’’ and will hope 
that his qualification, “‘ but there is much that cannot yet be told,” does not 
apply to the second half of the nineteenth century. Certainly, there should be 
much first-rate material for research into the history of the organisation and 
expansion of British foreign trade and investment in the Far East. The institu- 
tional pattern of foreign trade in this crucial period is of considerable interest, 
and such primary sources as the Chartered Bank’s archives should be particularly 
illuminating. As it is, enough sidelights emerge from Sir Compton’s story to 
encourage us to ask for more.] 
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Matacn (V. W.). International Cycles and Canada’s Balance of 
Payments 1921-33. Canadian Studies in Economics, No. 1. Toronto : 
University of Toronto Press, 1954. 10”. Pp. vii + 154. 24s. 


[This book, the first in a series of studies sponsored by the Canadian Social 
Science Research Council, began as a London Ph.D. Thesis, and still retains in 
architecture some of the characteristics of such a document. It begins with a 
series of brief summaries of the various theories of the trade cycle and of the 
mechanisms of its transmission. But it goes on to examine the history in Canada 
of a series of significant cyclical phases and to consider how far they fit into 
particular types of explanation. The phases he has chosen are the up-turn of 
1921, the upswing of 1921-29, the down-turn of 1929, the downswing of 1929-33 
and the major up-turn of 1933. Among a long and rather brave list of conclusions 
reached are “‘ that no one business cycle theory can be singled out as universally 
applicable to the exclusion of all others,” and that, in the Canadian case at least 
“one business cycle theory may explain one turning point and another the next.” 
It would seem that theories stressing real factors are more pertinent. Quite 
apart from the interest of these attempts to verify theories, the book provides a 
great deal of useful statistical material concerning cycles in Canada. } 


MENDELSOHN (R.). Social Security in the British Commonwealth. 
Great Britain, Canada, Australia, New Zealand. London: University 
of London, the Athlone Press, 1954. 84”. Pp. vii+ 391. 35s. 

[To be reviewed. | 


Meyer (F. V.). Inflation and Capital. Cambridge: Bowes & 
Bowes, 1954. 9”. Pp. 75. 12s. 6d. 


[To be reviewed. } 


MitcHELL (J. D. B.). The Contracts of Public Authorities. A 
comparative study. London: Bell, for the London School of 
Economics and Political Science, 1954. 9”. Pp. v + 256. 25s. 


(This is a study of legal principles and practice in E need, the United States 
and France in respect to contractual! obligations entered into by public authorities. 
The author’s basic contention is that recognition should be granted to the general 
principle that the overriding duty of public authorities to serve the public interest 
will in certa‘n cases justify or even compel them to disregard their contractual 
obligations. This being so, special rules should be evolved to govern the com- 
pensation of parties who would otherwise be the losers. The author suggests 
that if the special status of contracts with public authorities were generally under- 
stood, the risk involved for the other contracting parties would be already partially 
reflected in the prices and other terms of the contract; the amount of compensa- 
tion would not therefore need necessarily be the same as in an ordinary case of 
breach of contract. He argues that specific recognition of the special position 
of government agencies may in the long run be the best way of safeguarding the 
rights of individuals. | 


Musson (A. E.). The Typographical Association. Origins and 
history up to 1949. London: Oxford University Press, 1954. 10’. 
Pp.v+ 550 30s. 

[To be rev. ved.] 


NEEDHAM (J.). Science and Civilisation in China. Vol. I. Intro- 
ductory Orientations. London: Cambridge University Press, 1954. 
10”. Pp. 318. 52s. 6d. 


[To be reviewed. ] 


Oxford Economic Atlas of the World. Prepared by the Economist 
Intelligence Unit and the Cartographic Department of the Clarendon 
Press. London: Oxford University Press, 1954. 103”. Pp. 112 of 
maps, Pp. 152 of text. 30s. 

[This new atlas, designed jointly by the Economist Intelligence Unit and the 
Cartographic Department of the Clarendon Press, will become a standard reference 
book for all economists. For it is very much more in practice than an atlas. 
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Over half of its pages take the form of readily available tables of the essential 
statistics of area, land-use, population, communications, currency and exchange 
rate, production and trade for each country, large or small. In the map section, 
at the beginning, after a series of introductory maps, showing soils, vegetation, 
relief, rainfall and temperature on a world scale, and a series of physical maps of 
continents for purposes of reference, the main part is devoted to a series of 
commodity maps, showing for each of some 120 commodities the world produc- 
tion and world trade in 1948-50, with the pre-war shares in world trade tabulated 
for comparison. If there is a criticism to be made, it is that, in pursuing the 
laudable object of making the volume convenient to handle, the maps have had 
to be drawn on a scale on which the information is very difficult to extract from 
the map itself (e.g., chemicals, motor vehicles, locomotives) and depends largely 
on the textual legend, which is printed over the map itself; one is led to wonder 
whether a rather larger page would not have made just the difference to the useful- 
ness of the volume. ] 


PASDERMADJIAN (H.). The Department Store, its origins, evolu- 
tion and economics. London: Newman, 1954. 9”. Pp. 217. 16s. 
[To be reviewed.] 


RESERVE BanK OF NEw ZEALAND. Employment of Economic 
Resources. Wellington: Reserve Bank of New Zealand, 1954. 11’. 
Pp. 36. 3s. 6d. 


[This reprints a series of articles that appeared in the Bulletin of the Reserve 
Bank of New Zealand between 1951 and 1953. Problems of stability and progress 
are dealt with partly in general terms and partly with reference to statistics 
relating to New Zealand. The authors’ approach is summarised in the quotation 
from Mr. Harrod which they take as their text: ‘‘ Anyone could secure full 
employment easily enough if that were the sole aim; art and skill are required 
to combine it with securing the highest possible efficiency of our economic 
organisation.’’] 


Rossrins (L. C.). The Economist in the Twentieth Century, and 
other lectures in political economy. London: Macmillan, 1954. 9”. 
Pp. vii + 225. 16s. 


[To b> reviewed. ] 


Russet (Sir Jonn). World Population and World Food Supplies. 
London: Allen & Unwin, 1954. 94’. Pp. 513. 50s. 


[To be reviewed. | 


SaLtTER (W. E. G.). The Measurement of Australian Industrial 
Production. An examination of the problems. Needlands, Western 
Australia : University of Western Australia Press, 1954. 93”. Pp. 63. 
5s. 


[In the first part of this study, Mr. Salter outlines the general difficulties 
involved in constructing an index of production. He draws largely here on the 
work of Carter, Reddaway and Stone, Wilson, Geary, Fabricant and others. In 
the second part the author attempts to construct an experimental production index 
for Australia, more for the sake of ascertaining the magnitude of the difficulties 
involved than in the hope of producing an index suitable for immediate use. He 
finds that for purposes of comparison over periods of five years or so, difficulties 
due to problems of weighting are unimportant compared with the errors probably 
involved by the use of faulty indicaiors. } 


SILVERMAN (R.). Advertising Expenditure 1952. London: The 
Advertising Association, 1954. 10’. Pp. 64. 


[This is a sequel to an earlier report by Mr. Silverman, Advertising Expenditure 
in 1948, and follows similar lines. When allowance is made for changes in prices, 
the total volume of advertising in Britain in 1953 is found to have been about 
85% of the pre-war amount, as compared with about half the pre-war amount 
in 1948. The ratio of advertising expenditure to national income, which was 
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about 2-1% in 1938, rose after a drop to about 1-2% in the years immediately 
after the war to between 1:6% and 1-7% in 1953. The author points out that in 
the United States also the proportion of the national income devoted to advertising 
was still in 1953 less than before the war, although the difference—2-5% compared 
with 2-8%—is less than in the case of this country.] 


Sprr (A.). Right and Wrong. Translated by A. F. Falconer. 
Edinburgh : Oliver and Boyd, for the University Court of the Univer- 
sity of St. Andrews, 1954. 9’. Pp. 86. 10s. 6d. 


[African Spir, born in South Russia in 1837, trained as a naval officer, colleague 
of Tolstoi in the siege of Sebastopol, resigned in 1857 and devoted himself to the 
study of philosophy. In 1867 he sold his land and property in Russia and moved 
first to Germany and later to Switzerland. Before his death in 1890 he published 
over twenty works. This slim volume translates for the first time into English 
Recht und Unrecht. It contains twelve essays on a variety of subjects of which 
several touch on the social sciences. The first essay, ‘“ How can Philosophy 
serve the Social Sciences,”’ is concerned mainly with the question whether there 
is an ‘‘ absolute process of becoming.’’ The seventh essay is concerned with 
‘“* The Task of the State.”” The four last essays deal with ‘‘ Rights of Ownership,” 
“The Relation between Capitalists and Workers,” ‘“‘ Means of Compensation ”’ 
and “‘ General Observations on the Treatment of Legal and Economic Questions.” 
Spir’s general attitude to these problems is best summed up in two sentences from 
this last essay: ‘‘ Man’s individuality with its fundamental law, egoism, is con- 
ditioned by appearance and illusion, ‘that is to say, by something abnormal and 
foreign to the unconditioned, eternal, normal essence of things, and, in conse- 
quence, it has within it a fundamental contradiction. .. . Today, when this inner 
contradiction can be demonstrated and proved from the ‘observable relationships 
of social life, the reader will grasp that the salvation of humanity lies solely and 
entirely in true philosophical insight.”’ | 


Stace (F. N.). West Norway and its Fjords. London: Allen & 
Unwin, 1954. 9”. Pp. 245. 18s. 

[This is a popular general history of Bergen and its provinces from the earliest 
times. The author makes no pretence to originality or profundity in interpreta- 
tion, but he has a gift for the vivid portrayal of character and an eye for the 
illuminating anecdote. His book contains a great deal of information not else- 
where available in English.] 


Stark (W.) (Ed.). Jeremy Bentham’s Economic Writings. 
Volume III. London: Allen & Unwin, 1954. 84". Pp. 600. 45s. 


[To be reviewed. ]} 


TinKER (H.). The Foundations of Local Self-Government in 
India, Pakistan and Burma. University of London Historical Studies, 
I. London: The Athlone Press, University of London, 1954. 9’. 
Pp. ix. + 376. 35s. 

[A very valuable study of the development of local government in India. 
Local government started early and was enthusiastically developed by Lord 
Ripon in the 1880s. Over the years the results hardly lived up to the high 
expectations of that period. Mr. Tinker ascribes this failure partly to inadequate 
planning and drafting of legislature in later years, partly to po. tactics and 
boycotts, but chiefly to failure to have a clear view of the final goal.] 


WicxkseEtt (K.). Value, Capital and Rent. Translated by 8S. H. 
Frowein. London: Allen & Unwin, 1954. 9”. Pp. 180. 18s. 


[To be reviewed.] 


Witson (C.). The History of Unilever. A study in economic 
growth and social change. In two volumes. London: Cassell, 1954. 
93”. Vol. I: Pp. v + 335; Vol. IT: Pp. 480. 45s. 


[To be reviewed. ] 











880 THE ECONOMIC JOURNAL [DEC. 


Indian 


BALAKRISHNA (R.). Measurement of Productivity in Indian 
Industry. Madras University Economics Series, No. 8. Madras: 
University of Madras, 1953. 93”. Pp. v + 288. Rs. 15/-. 

[The main objective of the author is to throw light on the trends of produc- 
tivity within India itself and as between different regions of India. His first 
five chapters deal mainly with the technical problems of measurement and com- 
parison and the possible differences of results from using different methods. 
According as the complex of products taken as weights in calculating the overall 
change of produc’:vity is that of the base year or the current year, overall 
productivity is estimated to have fallen by 11-28% or 9:54% between 1938 and 
1948, but both complexes clearly indicate a fall of the order of 10%, to be 
explained largely by deterioration of plant and equipment during the war. It 
will be interesting to see whether later Censuses of Production reverse this trend. 
Apart from the overall comparison the author attempts comparisons in some 
twelve individual industries. ] 


GuosH (M. K.) and Prakasu (0O.). Principles and Problems of 
Industrial Organization. Revised and enlarged edition. Allahabad : 
The India Press, 1953. 8”. Pp. iii+ 816. Rs. 11/-. 


[This introductory book by two members of the Faculty of Commerce of the 
University of Allahabad concentre*es, first, on the forms of industrial enterprise 
and their promotion, finance and management. It goes on to consider industria! 
combination. There then follow chapters on the functions of middlemen, on the 
organisation of selling, on scientific management and rationalisation, on labour 
remuneration and industrial relations, on size and location and the sphere of 
cottage industries and on industrial planning. It should form a useful intro- 
duction to the subject for Indian students. ] 


Latwani (K. C.). Agricultural Economics. Second edition. 
Handbooks on Economics and Commerce, No. 3. Calcutta: A. V. G. 
Mandir, 1954. 73”. Pp. 240. Rs. 6/4. 

[An elementary introduction to the subject, written in terms of India and 
for Indian students. It discusses such problems as the size of holdings, irrigation 
and soil conservation, land tenure, serfdom and labour supply, indebtedness, 
co-operation, marketing and ends with short discussions of food policy and 
famines, the rural living standards of India and planning for improvement.] 


Mapan (B. K.) (Ed.). Economic Problems of Underdeveloped 
Countries in Asia. A symposium. New Delhi: Indian Council of 
World Affairs (London: Geoffrey Cumberlege), 1954. 10”. Pp. 290. 
21s. 


(To be reviewed. ] 


Pate. (G. D.). The Indian Land Problem and Legislation. Bom- 
bay: N. M. Tripathi, 1954. 9”. Pp. v + 534. 30s. 

[A detailed and well-documented account of the measures taken to deal with 
the manifold local and particular problems in different parts of India. ] 


TurruMALal (S.). Post-War Agricultural Problems and Policies in 
India. Bombay: Vora & Co., in co-operation with the Indian Society 
of Agricultural Economics, and under the auspices of the Institute of 
Pacific Relations, New York, 1954. 93”. Pp. v + 280. Rs. 12/-. 

[The author of this useful monograph is Research Officer of Indian Society of 
Agricultural Economics, and it has been produced under their auspices. Part I 
is devoted to the historical background, both pre-war and war-time and to the 
consequences of partition. Part II studies the basic factors, such as land use, 


agricultural production and potential capacity. Part III is devoted to possible 
solutions. | 
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ZacHARIAs (C. W. B.). Agricultural Planning for Madras. Madras 
University Economics Series, No. 7. Madras: University of Madras, 
1953. 10”. Pp. 191. Rs. 10/-. 


[This is a companion volume to the same author’s Madras Agriculture, noted 
in this JouRNAL in September 1951. Its purpose is described as ‘‘to depict in 
broad outline the directions in which development should take place.”’ The 
author starts with general principles and the basic structure of Madras agriculture ; 
he goes on to targets of production and the various measures to give effect to 
them. The objective for grain production represents an increase of 46%, required 
to meet a policy of self-sufficiency. The measures that might be adopted to 
secure such an expansion are then discussed: intensive measures, the extension 
by irrigation, land reclamation and other devices of the cultivated area, organisa- 
tional improvements, credit reforms. Finally, the role and contribution of 
government planning and controls and the problems of finance are considered. 
The objective is very high, but the author does not regard it as unattainable.] 


American 


Berason (A.) and Heymann (H.). Soviet National Income and 
Product 1940-48. A research study by the RAND Corporation. 
New York: Columbia University Press, 1954. 93”. Pp. 248. $5. 


[To be reviewed. ] 


Burns (A. F.). The Frontiers of Economic Knowledge. Prince- 
ton, N.J.: Princeton University Press, for the National Bureau of 
Economic Research (London : Geoffrey Cumberlege), 1954. 94”. Pp. 
vii + 367. 40s. 


[To be reviewed.] 


Dearne (C. L.). Industrial Pensions. Washington, D.C.: The 
Brookings Institution, 1954. 93”. Pp. x -+ 310. 


[This is a full-scale study of a means of providing economic security in old age 
which has become increasingly important in the United States in recent years. 
The author describes in detail the structure and coverage of industrial pension 
schemes, methods of contribution, the investment of pension funds and other 
aspects of the question. He finds that only about one-third of the labour force 
in the United States has a reasonable expectation of being covered by industrial 
pension schemes. He suggests that the drive for non-contributory pensions which 
labour unions undertook in 1949-50 has had some unfortunate effects in perpetuat- 
ing and aggravating certain faults already then present in many industrial pension 
schemes. Chief among these are the tendency to make the right to benefits con- 
ditional on the worker remaining in the employment of the same firm up to the 
retiring age and the notion that a given money rate of benefit should be guaranteed. 
The author would favour instead a system under which the worker acquired a 
vested right to a share in the pension fund which would survive his transference to 
another employer and which would enable him to benefit by any appreciation 
taking place in the capital value of the pension fund. ] 


DreuaM (J. B.) and Kaun (A. E.). Fair Competition. The law 
and economics of antitrust policy. Ithaca, New York: Cornell Uni- 
versity Press (London: Geoffrey Cumberlege), 1954. 94”. Pp. vii + 
307. 36s. 


[To be reviewed. ] 


Dut (J. F.). Government Finance. An economic analysis. 
Homewood, Illinois: Richard D. Irwin, 1954. 9”. Pp. ix. + 562. 


[To be reviewed.] 








882 THE ECONOMIC JOURNAL [DEC. 


GotpsmitH (R. W.). The Share of Financial Intermediaries in 
National Wealth and National Assets, 1900-1949. National Bureau 
of Economic Research Studies in Capital Formation and Financing, 
Occasional Paper 42. New York: National Bureau of Economic 
Research, 1954. 9”. Pp. 120. $1.50. 


[Dr. Goldsmith starts by pointing out the over-statement of the relative 
importance of financial intermediaries involved by the commonly made com- 
parison between their assets (a gross unconsolidated figure) and total national 
wealth (a net consolidated figure). Comparison of their assets with the uncon- 
solidated assets of all economic units shows a ratio at the present time of about 
one-fifth. Dr. Goldsmith traces the growth and fluctuations of this ratio over the 
past half-century and provides in addition much valuable detail on first, the share 
of financial intermediaries in total holdings of different classes of assets, second, 
the relative importance of different types of financial intermediaries, and third, 
the composition of the assets of financial intermediaries. One of the most 
important changes observed over the period is the increase in the part played by 
financial intermediaries in the long-term external financing of business. ] 


Government Competition : Problem and Perspective Report of the 
Committee on Economic Policy. Washington, D.C.: Chamber of 
Commerce of the United States, 1954. 9”. Pp. 16. 50c. 


[Brief particulars are given of the present extent of government business 
operations in the United States. The chief thesis is that while some government 
business operations are necessary for military and other purposes, “‘ every effort 
should be made to avoid competition with private enterprise.” If a government 
enterprise shows a loss, that proves how inefficient it is; if it makes a profit, it 
proves that it is enjoying some concealed subsidy or else that its sphere of 
operations should properly be one for private enterprise.] 


Grayson (H.). Economic Planning under Free Enterprise. 
Washington, D.C.: Public Affairs Press, 1954. 8’. Pp. 134. 


[This is a comparative study of the techniques of government economic 
planning and forecasting in use in the United States, Canada and Great Britain, 
with briefer discussion of planning in the O.E.E.C. countries and of non-govern- 
mental work in the realm of economic forecasting. | 


HaBeruER (G.). Currency Convertibility. National Economic 
Problems, No. 451. New York: American Enterprise Association, 
1954. 84”. Pp. 46. $1. 


[Professor Haberler here presents with his usual clarity the case for the 
immediate adoption of currency convertibility. His position is a more extreme 
one than is usually taken by supporters of convertibility in this country. He 
favours convertibility for residents as well as for non-residents, for capital 
transactions as well as for current transactions. He regards incomplete convert- 
ibility as unsatisfactory largely because it would involve the retention of the 
machinery of exchange control, which he is anxious to see so thoroughly dis- 
mantled that it could not be restored to service in the future. The move to 
convertibility should, he maintains, be taken simultaneously by as many 
countries as possible and should be followed by at least a limited m. © of freely 
fluctuating exchange rates. Professor Haberler believes that such a move 
would not in present circumstances involve more than a slight depreciation of 
other currencies in terms of the dollar. The crucial condition for the subsequent 
success of the policy would be “ the scrupulous avoidance of inflation” in the 
countries concerned. ] 


HoeErrpine (0.). Soviet National Income and Product in 1928. 
A research study by the RAND Corporation. New York: Columbia 
University Press, 1954. 93”. Pp. 156. $3.75. 


[To be reviewed. |} 
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Jounson (J. L.). The Economy of Northern Kentucky. Bulletin 
of the Bureau of Business Research, College of Commerce, University 
of Kentucky, No. 29. Frankfort, Kentucky: Agricultural and 
Industrial Development Board of Kentucky. 1954. 11”. Pp. 52. 


[Statistics are given, with brief discussion, of population, income, retail trade 
and other economic indicators in northern Kentucky in 1953, with figures for 
1950 and sometimes 1939 appended for comparison. A special section is devoted 
to the problem of the journey to work. The author draws heavily on previous 
work done at the University of Kentucky Bureau of Business Research on county 
income in Kentucky.] 


Kapian (A. D. H.). Big Enterprise in a Competitive System. 
Washington, D.C.: The Brookings Institution, 1954. 93”. Pp. v. + 
269. $4. 


[To be reviewed. ] 


Knieut (Str Henry). Food Administration in India 1939-47 
Stanford University Food Research Institute Series on Food, Agriculture 
and World War II. Stanford, California : Stanford University Press 
(London : Geoffrey Cumberlege), 1954. 9”. Pp. 323. $7.50. 


[Sir Henry Knight, who has contributed this volume to the series of studies of 
food and agriculture in the Second World War organised by the Food Research 
Institute of Stanford University, was himself adviser to the Governor of Bombay 
and responsible for the organisation and rationing of foodstuffs and their procure- 
ment. He was thus able to see at first hand in one part of India the problems 
which, in terms of India as a whole, he is here discussing. The acute problems 
of the war years arose chiefly from the loss of Burmese supplies of rice: in the 
yeers 1938-41 India was a net importer of about 1-4 million tons of food grains a 
year, representing about 3% of supplies. India as a whole, however, was divided 
into areas of surplus—the Punjab, United Provinces, Central Provinces and 
Central India, Orissa—and areas of very considerable deficit—principally 
Bombay, Bengal, Madras. If the internal movement of grain was diminished 
by hoarding or through any breakdown, there was grave danger of famine in 
certain areas. The Bengal famine of 1943 was the first major crisis. From that 
disaster grew the beginning of an active policy of agricultural expansion, of food- 
grain procurement and of rationing. Sir Henry Knight discusses very frankly 
the reasons why the administration was ill-prepared to deal with the Bengal 
crisis, and the successes and failures of the subsequent policies. He claims that, 
apart from those policies, the crop failures of 1946 and 1947 might have developed 
into major disasters. ] 


Kurmara (K. K.) (Ed.). Post Keynesian Economics. New 
Brunswick, New Jersey: Rutgers University Press, 1954. 9”. Pp. 
vii + 442. $8.50. 


[To be reviewed.] 


Kuznets (S.). Economic Change. Selected essays in business 
cycles, national income and economic growth. London: Heinemann, 
1954. 83”. Pp. vii + 333. 15s. 

[To be reviewed. ] 


Labor, Management and Economic Growth. Proceedings of a 
conference on human resources and labor relations in underdeveloped 
countries. Ithaca, N.Y.: Cornell University Institute of International 
Industrial and Labor Relations, 1954. 11”. Pp. 251. $2. 

[The subjects of the various papers and discussions at this Conference included 
demographic aspects of the industrialisation process, labour productivity and 
incentives, the problems of business leadership, the development of labour 
organisations and the importance of outside agencies such as the I.L.O.] 
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LEIBENSTEIN (H.). A Theory of Economic-Demographic Develop- 
ment. Princeton, N.J.: Princeton University Press (London: 
Geoffrey Cumberlege), 1954. 94”. Pp. v + 204. 32s. 


[To be reviewed. ] 


Mack (R. P.). Factors Influencing Consumption: an Experi- 
mental Analysis of Shoe Buying. National Bureau of Economic 
Research, Technical Paper No. 10. New York: National Bureau of 
Economic Research, 1954. 103”. Pp. 121. $2. 


[This is part of the large-scale inquiry being undertaken by Mrs. Mack on the 
behaviour of the shoe, leather and hide industries during business cycles. As the 
author points out, the findings are in some respects disappointing, since the 
influence of income on shoe sales in the period studied was so dominant that it 
is very difficult to establish unequivocal relationships with any other variables. 
However a great deal of valuable material is included in the monograph—notably 
in the treatment of the effect of consumers’ stocks of shoes on buying—and even 
where the results are inconclusive the methods employed are worthy of study.] 


MatsEt (S.J.). Housebuilding in Transition. Based on studies in 
the San Francisco Bay area. Berkeley, California: University of 
California Press (London: Cambridge University Press), 1954. 94”. 
Pp. ix + 390. 37s. 6d. 


[This is a comprehensive survey of the structure of the house building industry 
in the San Francisco Bay area. The author gives a good deal of attention to 
problems of technique. He finds that construction costs (including profit margin) 
were appreciably lower in large firms than in medium-sized and small ones, and 
he expects to see in the future “ a more rapid polarization of the industry into 
large merchant firms, at one extreme, and small contractors, at the other.”” The 
reduction in cost to the consumer which would be made possible by such a develop- 
ment is rendered greater by the fact that the relative lack of competition caused 
the profit margins of the large firms to be unusually high in the post-war period 
studied. |] 


McNair (M. P.). Operating Results of Department and Specialty 
Stores in 1953. Boston, Mass. : Harvard Graduate School of Business 
Administration (London: Baily Bros. & Swinfen), 1954. 11”. Pp. 
62. 32s. 


(The 34th report in this annual series introduces some important changes in 
the basic classification of expenses. Since recent changes in methods of expense 
classification have not yet taken full effect in retailers’ practice, the present report 
is in some respects transitional. In 1953 sales in total were above those of 1952, 
but there was some falling off in the latter part of the year, reflecting the general 
decline in business activity. An interesting finding is that sales of mail-order 
stores fell relatively to those of department stores—a phenomenon observed also 
in the recession year 1949.] 


MIKESELL (R. F.). The Emerging Pattern of International Pay- 
ments. Essays in International Finance, No. 18. Princeton : Inter- 
national Finance Section, Princeton University, 1954. 9”. Pp. 26. 


[The author traces the origins and development of the various means of 
international payments that have been in use since the end of the war. He then 
goes on to consider some alternative ways in which the transition to a fully multi- 
lateral system might be effected. He contrasts the single-country approach to 
the problem, as provided for by the I.M.F. Agreement, with the group or 
regional approach, which, as things have turned out, appears now to have more 
promise. Professor Mikesell suggests that the success of E.P.U. provides some 
strong arguments for retaining it in existence during and even after the transition 
to a fully multilateral system, as one of a number of regional organisations with 
which the I.M.F. could work in co-operation. | 
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NATIONAL BurEAvU OF Economic REsEARcH. Economic Progress 
and Economic Change, by 8. Fasricant. 34th Annual Report. New 
York : National Bureau of Economic Research, 1954. 9”. Pp. 98. 


[The National Bureau’s thirty-fourth report takes its title from the intro- 
ductory essay by Solomon Fabricant, who has now become its Director of Research 
in place of A. F. Burns. In this essay the author considers a group of well-known 
facts about the process of economic change in the United States: viz., that 
income per head has increased, that capital per head has increased at about the 
same pace, and that the share of labour in national income has remained roughly 
constant. He then proceeds to look at these facts from various angles and restates 
them in a number of different ways. Some of these methods of approach are 
interesting ; others, it must be confessed, seem more confusing than enlightening. 
Is it really very helpful, for example, to restate the proposition that the ratio of 
capital to output has remained roughly constant in the form: output per unit of 
input (including both labour and capital) has risen less fast than output per head— 
and to compute a figure for the difference? The remaining sections of the report 
contain, as usual, very full and valuable accounts of research currently in progress 
under the National Bureau’s auspices. } 


Patrerson (R. T.). Federal Debt-Management Policies, 1865- 
1879. Durham, N.C.: Duke University Press (London : Cambridge 
University Press), 1954. 83”. Pp. vii + 244. 34s. 


[This monograph treats of the problens of management of the public debt in 
the post-Civil War period when, as in more recent times, the debt had grown to a 
size which caused it for a while to dominate the loan market. Although the basic 
problems of converting and funding the short-term debt and reducing the total 
amount of indebtedness occupy the centre of the picture, the author emphasises 
that the Treasury was fully alive to the effect of debt management policy on the 
supply of credit and on the foreign exchanges. | 


Perry (R.B.). Realmsof Value. A critique of human civilization. 
Cambridge, Mass.: Harvard University Press (London: Geoffrey 
Cumberlege), 1954. 93”. Pp. vii + 497. 60s. 


[To be reviewed. ] 


ScHuMPETER (J. A.). History of Economic Analysis. Edited from 
manuscript by Elizabeth Boody Schumpeter. New York: Oxford 
University Press (London: Allen & Unwin), 1954. 9”. Pp.v + 1260. 
124s. 


[To be reviewed. ] 


Socrat ScrencE Researcu Counciy. Labor Mobility in Six Cities. 
A report on the survey of patterns and factors in labor mobility, 1940- 
1950. Prepared by G. L. Patmer with the assistance of C. P. 
BRAINERD for the Committee on Labor Market Research. New York: 
Social Science Research Council, 1954. 9”. Pp.v+ 177. $2.25. 


(This report is based on a very elaborate sample survey of individuals’ work 
history financed by the United States Department of Air Force. The findings 
are for the most part not very different from what was known or assumed before ; 
but some new conclusions are reached, and empirical support is given to others 
which formerly depended merely on plausible conjecture. A minority of workers 
are found to account for a disproportionate share of all job changes made, a 
quarter of the workers having held about half of the jobs. Job mobility is higher 
than average among new migrants to cities, but there is no clear difference between 
the occupational distribution of migrants and of others. Differences in labour 
mobility between the six cities studied are accounted for more by differences in 
the proportion of migrants to labour force than by differences in industrial 
structure. Barriers to mobility are higher between occupations than between 
industries. ] 
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Srockrne (G. W.). Basing Point Pricing and Regional Develop- 
ment. Chapel Hill, N.C.: University of North Carolina Press (London : 
Geoffrey Cumberlege), 1954. 9”. Pp. v + 274. 52s. 


[The sub-title of this book is A Case Study of the Iron and Steel Industry. It 
was in that‘industry, in the form of “* Pittsburg Plus ”’ pricing, that basing-point 
pricing first became of significance. In recent years there has been in the United 
States a considerable volume of economic literature concerned with the questions 
whether such pricing can emerge in a competitive industry or only in conditions 
of oligopoly, and whether in consequence it is a practice which law and public 
policy should forbid and prevent. Dr. Stocking, head of the Department of 
Economics at Vanderbilt University, begins by explaining the mechanics and the 
logic of this form of pricing and goes on in four chapters to discuss its place and 
significance in the steel industry, and in particular to the Southern fabricators. 
He comes finally to the present state of the law on the subject and to his own 
views on a sound public policy. He himself is convinced that systematic basing- 
point pricing through concerted action, together with the present ownership 
arrangements, has tended to retard steel producticn in the South. He rejects 
mandatory f.o.b. pricing and the forbidding of business-men to absorb freight as 
an encroachment on freedom and inconsistent with the function of the entre- 
preneur. He suggests that the Federal Trade Commission should limit its attack 
to conspiracy and to two sets of circumstances under the Clayton Act, cases of 
the charging of ‘‘ phantom freight” and cases where a multi-plant firm absorbs 
freight to put a local rival out of business. If such a policy is insufficient, then, 
he argues, a direct attack should be made on the industry’s structure and owner- 
ship to force firms to act more like competitors. | 


Trnuey (J. M.). South African Food and Agriculture in World War 
II. Stanford University Food Research Institute Series on Food, 
Agriculture and World War II. Stanford, California: Stanford Uni- 
versity Press (London: Geoffrey Cumberlege), 1954. 94”. Pp. 138. 
40s. 


[This volume, in the same series as that by Sir Henry Knight noted above, is 
concerned with very different problems from those which India encountered 
during the war years. The main problems of South African food and agriculture 
during the war arose partly from the emergence of surpluses of products, such as 
fruit, for which export markets disappeared, partly through the cutting off of the 
rice imports consumed by the Asiatic population, but chiefly because expansions 
of wages and other incomes and of consumption of foodstuffs, combined with 
poor harvests, led to shortages. These led to the imposition of controls over 
production, distribution and prices, but not during the war years to rationing, 
though the latter was carefully considered as late as 1946 and only narrowly 
averted by a good crop. Professor Tinley, now of the University of California, 
writes with the authority of one who was born and educated in the Union and 
spent a large part of his working life there.] 


Uitmer (M. J.). Trends and Cycles in Capital Formation by 
United States Railroads, 1870-1950. National Bureau of Economic 
Research, Studies in Capital Formation and Financing, Occasional 
Paper 43. New York: National Bureau of Economic Research, 
1954. 9”. Pp. 70. $1.50. 


[This monograph summarises the conclusions of the first part of a larger 
research project on capital formation by public utilities generally. The most 
striking finding is the secular decline in the capital—product ratio on American 
railroads. This ratio stood at 15 in 1882; it fell to 4 by 1914, and thereafter 
continued to fall, apart from an interruption in the depression of the 1930s, until 
in 1948 it was less than 3. The decline in the thirty years before 1914 is to be 
contrasted with the rise that took place in the capital—output ratio in manufactur- 
ing during the same period. The extent to which the intensity of capital utilisa- 
tion on the railroads increased during these years provides a vivid demonstration 
of the degree to which the railroads were built in advance of the traffic in the first 
instance. Among the other conclusions emerging from Dr. Ulmer’s monograph 
are that investment in railroads has followed a long-wave pattern (more or less 
like the building cycle) at least since 1890—the cyclical pattern of the 1870s and 
1880s being more difficult to classify; and that there has been a long-term trend 
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towards internal financing, which reached its culmination in the 1940s, when all 
the capital needs of the railroads were met out of earnings or depreciation 
allowances. } 


WauirtiEszy (C. R.). Principles and Practices of Money and 
Banking. Revised edition. New York: The Macmillan Company, 
1954. 93. Pp.v +579. $6.25. 

[The first edition of this book was noted in the Economic JourNnaL of 1949, 
p. 298. The revision includes some substantial alterations and additions. The 
author has brought his facts up to date and has changed the emphasis in some 
respects so as to reflect changes in the climate of opinion since the immediate 
post-war years when the book was written. The theoretical sections have been 
much enlarged.] 


WoLFENDEN (H.H.). Population Statistics and their Compilation. 
Revised edition, with an appendix on some theory in the sampling of 
human populations by W. E. Demine. Chicago: University of 
Chicago Press, for the Society of Actuaries (London : Cambridge Uni- 
versity Press), 1954. 9”. Pp. vii+ 258. 56s. 6d. 


[To be reviewed. j 


French 


Autats (M.). Traité d’Economie Pure. Second edition, in four 
volumes and annexes. Paris: Imprimerie Nationale, 1954. 12”. 
Vol. I: Pp. 279; Vol. IL: Pp. 198; Vol. IIL: Pp. 301; Vol. Iv : Pp. 
352. 5500 French francs. 


[To be reviewed.] 


Prerrovux (F.). L’Europe sans rivages. Paris: Presses Univer- 
sitaires de France, 1954. 9”. Pp. 668. 1,800 Frs. 


[To be reviewed. ] 


Belgian 


Hermneman (D. N.). The Changing International Environment. 
Brussels : Société Financiére de Transports et d’Entreprises Indus- 
trielles, 1954. 8}. Pp. 24. 

[The Chairman of the Standing Committee of the Société Financiére de 
Transports et d’Entreprises Industrielles here surveys the changes that have 
taken place in the climate of political and economic international relations since 
the time when he began his business career at the beginning of the century. 
The greatest single change he considers to have been the growth in power and 
international influence of the United States. While not underrating the gravity 
of current international dissensions, M. Heinemann holds that some progress has 
been made towards the recognition of the community of interests between nations ; 
and he is confident that further progress will be made along the same road. ] 


Dutch 


Haavetmo (T.). A Study in the Theory of Economic Evolution. 
Contributions to Economic Analysis, III. Amsterdam: North 
Holland Publishing Company, 1954. 83”. Pp.v+ 114. 15s. 

[To be reviewed. ] 

WittraMs (J. B.). International Trade under Flexible Exchange 


Rates. Amsterdam: North Holland Publishing Company, 1954 
103”. Pp. 332. 37s. 


[To be reviewed. } 
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Danish 


Puiip (K.). Inter-Governmental Fiscal Relations. Copenhagen : 
Institute of Economics and History, University of Copenhagen, 1954. 
9. Pp. 171. 

[The subject of this rather misleadingly entitled book is the financial relation- 
ship between central and local governments. After discussing the principles and 
practice of division of functions between the central government and local authori- 
ties, and briefly describing the advantages and disadvantages of the various 
forms of local taxation in use, the author goes on to treat in greater detail the 
problem of grants-in-aid. The countries whose experience is chiefly discussed 
are the United States, England, Sweden and Denmark. The author writes clearly 
and with commendable brevity, and his book is a useful contribution to the 
growing literature on the subject. | 


Swedish 


HeGELAND (H.). The Multiplier Theory. Lund: C. W. K. 
Gleerup, 1954. 93”. Pp. 261. 


[To be reviewed. ] 


Trish 


Hatt (F. G.). the Inadequacy of Irish Commercial Profits. 
Dublin : The Dublin Chamber of Commerce and the Federated Union 
of Employers, 1954. 7”. Pp. 19. 


[Dr. Hall finds from a sample of forty-nine companies that since the war Irish 
commercial profits have risen in a considerably smaller proportion than the 
general price level, even if no regard is taken of the excess of replacement costs 
over income-tax wear-and-tear allowances. In the companies studied the per- 
centage ratio of dividends to capital employed was actually below the yield of 
gilt-edged securities. Dr. Hall points out that the figures of capital employed 
necessarily involve an arbitrary element, but he does not attempt to calculate 
yields in relation to the actual market prices of the shares of the companies. } 


Official 
INTERNATIONAL 


BANK FOR INTERNATIONAL SETTLEMENTS. Twenty-Fourth Annual 
Report. Basle: Bank for International Settlements, 1954. 12”. Pp. 
230. 


[This year’s report contains a special chapter on the factors determining the 
rate of economic growth, as illustrated by recent experience in the United States 
and Europe. In accordance with its usual practice, the report devotes especial 
attention to developments in the sphere of finance and credit. | 


INTERNATIONAL LaBpour OrFice. Higher Productivity in Manu- 
facturing Industries. Studies and Reports, New Series No. 38. 
Geneva: International Labour Office, 1954. 94”. Pp. 195. 7s. 6d. 


(This document contains the conclusions reached at a meeting of experts held 
under the auspices of the I.L.O. in December 1952. These conclusions are pre- 
ceded by a report prepared by the International Labour Office staff for the use 
of the experts and subsequently revised; this report takes up the greater part of 
the present volume. It contains an enumeration and discussion of the various 
factors, both internal and external to the firm, that have been held to affect 
productivity. Much useful material is here gathered together and presented in 
compact form. The authors did not, however, set out to provide any general 
assessment of the relative importance of the various factors discussed. } 
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UnitTED Nations. Catalogue of Economic and Social Projects of 
the United Nations and the Specialized Agencies, 1954, No. 5. New 
York : United Nations, 1954. 11”. Pp. 157. 12s. 6d. 

[This contains information both on the basic continuing functions of the 
various agencies and on special projects and reports. The full index enables the 
reader to locate without difficulty any of the very numerous United Nations 
publications enumerated. | 


UnitED Nations. The Determinants and Consequences of 
Population Trends. A summary of the findings of studies on the 
relationships between population changes and economic and social 
conditions. New York: United Nations Department of Social Affairs, 
Population Division, 1953. 11”. Pp. 404. 30s. 


[To be reviewed. } 


Unitep Nations. Enlargement of the Exchange Economy in 
Tropical Africa. New York: United Nations Department of Econo- 
mic Affairs, 1954. 9”. Pp. 59. 3s. 


Unitep Nations. Review of International Commodity Problems, 
1953. Prepared by the Interim Co-ordinating Committee for Inter- 
national Commodity Arrangements. New York: United Nations 
Department of Economic Affairs, 1954. 11”. Pp. 94. 7s. 6d. 

[Detailed descriptions of current supply and demand conditions for twenty- 
three commodities are preceded by a more general survey of the state of commodity 
markets during the year. Appendices contain the texts of the International 
Wheat, Sugar and Tin agreements arrived at during 1953.] 


Unitep Nations. Rural Electrification. Reports prepared by 
the experts for the Technical Assistance Administration, Economic 
Commission for Europe and the Food and Agriculture Organisation. 
In two volumes. Geneva: United Nations Economic and Social 
Council, 1954. 11”. Vol. I, pp. 163, lls. Vol. IT, pp. 165, 9s. 

[The chief purpose for which this report has been prepared is to make available 
to less industrialised countries the experience gained in Europe and elsewhere in 
rural electrification schemes. Most of the report is devoted to technival problems, 
but it includes a section on economic, financial and administrative questions, of 
which the author is J. Mercier. The three chief issues discussed in this section 
are finance, tariffs and sales promotion. | , 


Unitep Nations. Rural Progress through Co-operatives. The 
place of co-operative associations in agricultural development. New 
York: United Nations Department of Economic Affairs, 1954. 9”. 
Pp. 112. 5s. 


Unitep Nations. World Economic Report, 1952-3. New York : 
United Nations Department of Economic Affairs, 1954. 11”. Pp. 
156. 12s. 6d. 


Unitep Nations. Summary of Recent Economic Developments 
in Africa, 1952-3. Supplement to World Economic Report. New 
York: United Nations Department of Economic Affairs, 1954. 11”. 
Pp. 83. 6s. 


Unitep Nations. Summary of Recent Economic Developments 
_ in the Middle East, 1952-3. Supplement to World Economic Report. 
New York: United Nations Department of Economic Affairs, 1954. 
11”. Pp. 128. 9s. 
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Unitep Nations EDUCATIONAL, SCIENTIFIC AND CULTURAL 
ORGANISATION. Men against Ignorance. Paris: Unesco, 1953. 94". 
Pp. 82. 3s. 

[This consists of a collection of short articles by four newspaper correspondents 
on the progress of mass education in various parts of Asia, Africa and Latin 
America. The articles are interesting and well written, though quite 
unsystematic. ] 


UnitED Nations EDUCATIONAL, SCIENTIFIC AND CULTURAL 
OrGantsaTIon. The Teaching of the Social Sciences in the United 
States. Paris: Unesco, 1954. (Obtainable in the United Kingdom 
from H.M. Stationery Office.) 83”. Pp. 150. 6s. 


UnitEpD Nations EDUCATIONAL, SCIENTIFIC AND CULTURAL 
ORGANISATION. The University Teaching of Social Sciences: Inter- 
national Relations. A report prepared by C. A. W. Mannrinc on behalf 
of the International Studies Conference: Paris: Unesco, 1954. 
(Obtainable in the United Kingdom from H.M. Stationery Office.) 8}”. 
Pp. 100. 4s. 


Unitep Nations EpvucATIONAL, SCIENTIFIC AND CULTURAL 
ORGANISATION. The University Teaching of Social Sciences : Political 
Science. A report prepared by W. A. Robson cn behalf of the Inter- 
national Political Science Association. Paris: Unesco, 1954. (Obtain- 
able in the United Kingdom from H.M. Stationery Office.) 8}. 
Pp. 249. 8s. 6d. 

[These are among the first volumes to appear in the series on the teaching 
of the social sciences which is being sponsored by U.N.E.S.C.O. The volumes in 
the series fall into two classes, the one dealing with subjects and the other with 
countries. The reports on the teaching of political science and international 
relations were drafted by Professors Robson and Manning respectively on the 
basis of information supplied by rapporteurs for the various countries. The report 
on the teaching of the social sciences in the United States is made up of chapters 
by different authors each dealing with a different branch of the social sciences, 
edited and to some extent abridged by the general editor, Professor Ehrmann. | 


UniTED Nations EDUCATIONAL, SCIENTIFIC AND CULTURAL 
ORGANISATION. The University Teaching of Social Sciences : Econo- 
mics. A report prepared by C. W. Guillebaud on behalf of the Inter- 
national Economic Association. Paris: Unesco, 1954. (Obtainable 
in the United Kingdom from H.M. Stationery Office.) 83’. Pp. 300. 
lls. 6d., available to members of the R.E.S. at 7s. from the Assistant 
Secretary, R.E.S., 6 Humberstone Road, Cambridge. 


[To be reviewed. ] 
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Elements of Pure Economics 
LEON WALRAS 


Translated by William Jaffé. ‘*‘ Among the half-dozen leading works 
in the literature on economic theory.’’—Financial Times 42s. 


Value, Capital and Rent 
KNUT WICKSELL 


This authorised translation by Stephen Frowein of Wicksell’s first 
important work, Uberwert, Kapital and Rente, meets a need which has 
long been felt by economists. Full bibliography 18s. 


Britain in the World Economy 
SIR DENNIS ROBERTSON 


‘*Brings his powers of scrupulously fair appraisal and darting wit to 
bear on the principal problems of British capital investment and sterling 
dollar relationships.’”’-—The Economist Second Impression 7s. 6d. 


Theory of Economic Dynamics 


M. KALECKI 


This book is published in lieu of second editions of Dr. Kalecki’s 
Essays in the Theory of Economic Fluctuations and Studies in Economic 
Dynamics. The two earlier books have been merged and new material 
has been added. Second Impression 18s. 


Economics of Inflation 
G. BRESCIANI-TURRONI 


‘*Describes in a masterly manner the different stages in the decline 
and fall of the German currency between 1914 and 1923, and traces 
the effects of the various stages of the inflation on the economic, 
financial and social structure of the country.’’—T7he Times 

Second Impression 32s. 
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